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INTRODUCTION

Economic modernity is so closely associated with modern nation-
hood that it is impossible to imagine a modern nation without a
modern economy:. If pressed to define a “modern economy” and to
describe its connection to nationhood, however, most people would
probably be unable to do so. Until recently, Marxist and structural-
ist narratives appeared to offer a direct and self-evident answer to
these questions. They traced the emergence of nations to the devel-
opment of modern technologies and to socioeconomic forces whose
basic elements were railways, industries (industrialization generally
being considered the basis for development and modern nation-
hood), and a bourgeoisie. These narratives have come to be ques-
tioned, however, as new works have demonstrated that different
nations have achieved industrialization following different paths
based on different socioeconomic elements.! In addition, the notion
that ideas of nation precede nation building has become widely
accepted. It is the idea of what constitutes a modern nation that
leads nation builders to shape national institutions and a national
economy, and not vice versa.? Finally, the meaning of economic
modernity has been subjected to different interpretations and is
constantly changing. The industrial modernity of seventeenth- and
eighteenth-century England hardly seems modern by today’s stan-
dards. Adam Smith’s theory of the natural laws of the market and
their absolute self-regulatory power is modern only in the historical
sense of the term but not in its popular usage.® For a while, social-
ist and fascist movements, which questioned liberal economic
theories and called for a state-regulated economy, claimed to be the
epitome of modernity, but eventually these movements became
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associated with images of backwardness. Today what constitutes economic
modernity remains vague as information technology and service industries
become increasingly important vis-a-vis the industrial sector. The relationship
between nation and economy is also increasingly unclear, as it becomes
virtually impossible even to define a “national” economy in the current
process of globalization.

Crucial questions thus come to the fore: What kind of relationship does,
in fact, exist between notions of modern nationhood and modern economy
and what does it mean to be economically modern in different historical
periods, in different geographical regions, and under different sociopo-
litical circumstances? In addition, how do ideas of economic modernity
influence nation building? How do they shape the institution of the state and
the sociopolitical foundation of the nation? These questions are particu-
larly relevant for understanding the history of modern China. Since the
mid-nineteenth century, Chinese leaders have pursued different nation-
building projects inspired by different ideas of economic modernity and
modern nationhood. Late Qing officials, who favored mercantilist policies
in their attempt to modernize China’s economy and to resist growing
Western imperialism, were concerned with the effects of economic reforms
on China’s identity. Marxist-Leninist notions of socioeconomic justice
played an important role in the development of the vision of a modern
Chinese nation and in the nation-building effort of the Chinese Communist
Party (CCP). Today’s Communist leaders struggle to justify the coexistence
of the new capitalist economy with an authoritarian (Communist, if only in
name) state. Thus, for more than a century, Chinese leaders have pondered
what it means to be economically modern and how this modernity affects
China as a modern nation.

The issue of economic modernity and its role in nation building
assumed particular importance for the Nationalist Party (Guomindang,
GMD) during the Nanjing Decade, that is, the ten years from the establish-
ment of the Nationalist government in Nanjing in 1927 to full-scale war with
Japan in 1937. After the demise of the imperial system in 1911 and more
than a decade of civil war among provincial military strongmen (warlords),
the GMD, having successfully reunified a large portion of the country
under its leadership, appeared poised to begin the long-postponed project
of transforming China into a modern republican nation. These ten years
were crucial for the GMD, not only for consolidating its power but also for
defining the political nature of its rule and of the new Chinese nation at
large. The Nationalists, however, were deeply divided on crucial nation-
building issues. What was the meaning of economic modernity and what
was its role in China’s nation building? What model of development would
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fit China best? How could China pursue economic modernization (at the
time overwhelmingly identified with Western economic trends) while
maintaining a distinctive identity? What would be the relationship between
state and private economy (in other words, what would be the socio-
economic base of the new nation)?

These questions tore the party apart and generated intense struggle
among its leaders. The most significant of these confrontations was the one
between Jiang Jieshi (Chiang Kai-shek), the GMD’s all-powerful military
leader, and the political group that rallied around Wang Jingwei, a senior
civilian party leader who had been closely associated with Sun Yat-sen (the
founder and leader of the party until his death in 1925) since Sun’s early
revolutionary activities against the Qing in the late nineteenth century. The
two leaders disagreed on what kind of nation the Nationalists were to
build. Inspired by Prussia and Germany, Jiang favored an authoritarian
militarist model and subordinated the economy to the military needs of the
nation. The Wang group (the focus of this book) favored a minzu (national
and nationalist) economy as the foundation of China’s modern nationhood
and consequently advocated economic reforms as the only effective means
of nation building.

Building China’s Minzu Economy

At the center of the Wang Jingwei group’s nation-building vision was the
idea of minzu economy developed by Wang and his closest associate, Chen
Gongbo. Originally a member of the CCP, Chen had joined the GMD in
1925. Chen had received a master’s degree in economics from Columbia
University, and as the economist of the group that rallied around Wang, he
became the most important theoretician and most vocal supporter of the
Wang group’s program for economic nation building, writing extensively
on China’s economic situation, its problems, and their solutions.* Chen’s
role in developing the idea of minzu economy and in implementing reforms
aimed at achieving it makes him particularly important to this study.

The term “minzu economy” (minzu jingji) can be loosely translated as
“national economy” although in Wang’s and Chen'’s conception it assumed
a more specific meaning since it did not refer simply to the sum of the eco-
nomic elements located inside China’s borders. It specifically referred to the
ethnically Chinese socioeconomic forces that were not involved with for-
eign economic interests, distinguishing these ethnically Chinese economic
elements from foreign businessmen operating in China and the Chinese
working with them. According to Wang and Chen, this minzu group was
an anti-imperialist force and constituted the foundation of the modern
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Chinese nation. For this reason, Wang and Chen believed that the govern-
ment should mobilize them in its nation-building effort. Their ultimate goal
was, in fact, the minzu industrialization of China. Like most Chinese at the
time, Wang and Chen believed that only a modern economy (and industri-
alization was widely considered the ultimate form of economic modernity)
could generate a modern nation. They also believed that China’s industrial
system needed to be minzu in nature. This meant that it should not only be
the expression of a modernizing minzu socioeconomic elite but also achieve
two main goals. The first goal was to transform China into a highly unified
and centralized “economic unit” (jingji danwei). This transformation (and
not military action as Jiang Jieshi maintained) was the only way, Wang and
Chen argued, to solve one of the main problems faced by China at that
moment, namely, the disunity generated by recalcitrant provincial leaders
who would not yield to Nanjing’s authority and by the Communists in
their rural bases. The second goal was to achieve autarky in order to resist
the escalation of Japanese imperialism, the most pressing threat facing the
government and China as a whole. An economy that was not autarkic
would be dependent on Japan and would thus reinforce Japan’s grip on
China rather than help China assert its national independence. Wang’s and
Chen’s plan was thus based on the idea that while the modernity of a
nation rested on the modernity of its economy—that is, industrialization—
this industrialization needed to be national(ist) (minzu) in nature. There
could be no nation without a modern economy and no modern economy
that was not national(ist). Economic modernity was thus the ultimate goal
of nation building and, at the same time, a weapon for nationalist assertion
against internal and external enemies.

The Wang group’s nation-building program was firmly rooted in the
reformist legacy of Sun Yat-sen, developing, and often reinterpreting, some
of the themes that had characterized Sun’s political program. It thus repre-
sented a main trend of Nationalist political and economic thought and
for this reason was widely supported by prominent Nationalist leaders.
Among them was Song Ziwen, a longtime leader of the GMD, his family
having been close to Sun both politically and personally for decades: Song’s
sister, Song Qinglin, had married Sun. Song, who had a bachelor’s degree
from Harvard and a doctorate in economics from Columbia, had been
the financial wizard of the party since the 1920s and was one of the
most powerful political actors in the Nanjing government.® Since the es-
tablishment of the Nanjing government in 1927, Song had consistently
opposed Jiang’s military priorities and, sharing the civilian reformist
approach embodied by Wang, had attempted extensive economic reforms.
When Wang came to head the Nanjing government during the years
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of the Wang-Jiang coalition cabinet (1932-35), Song became one of his
main supporters.

The Wang group’s nation-building program also echoed one of the main
themes of the Self-Strengthening Movement, a late Qing reform movement
(1870s-90s) aimed at strengthening China against both domestic rebellion
and Western imperialism. The idea was that economic modernization was
key to China’s national assertion and anti-imperialist struggle and that the
reform-minded economic elite were to play an important role in it. For this
reason, the platform proposed by the Wang group also ensured support
from such reform-minded businessmen as Chen Guangfu, the founder and
director of the Shanghai Commercial and Savings Bank (Shanghai shangye
chuxu yinhang).

The support of Song Ziwen and Chen Guangfu was crucial to the real-
ization of the Wang group’s nation-building program. When Wang and
Chen, together with other members of the Wang group, joined the govern-
ment at the time of the Wang-Jiang coalition cabinet (1932-35), Wang
became the new chairman of the Executive Yuan (1933-35) and Chen
Gongbo became the minister of industry (1932-35). In spite of their promi-
nent positions in the cabinet, Wang and Chen probably would have been
unable to implement their reform plan without Song Ziwen’s and Cheng
Guangfu’s support. Because of Song’s support, the National Economic
Council (quanguo jingji weiyuanhui, NEC)—established by Song Ziwen in
1931 as the highest economic planning unit of the Nanjing government—
became the main vehicle for the realization of their reforms. Chen Guangfu
became an active member of the NEC and played an important role in
financing its reform initiatives. The history of the NEC suggests that the
Wang group’s program had the potential to create a broad alliance within
the GMD and to develop a socioeconomic base in support of the party.
Ultimately, however, Jiang defeated his political opponents at the end of the
Nanjing Decade and imposed his military vision of modern nationhood on
the government and on the country as a whole.

The confrontation between the two ideas of nation embodied by Jiang
and Wang did not find a final resolution in the Nanjing Decade but
reemerged during the years of the Japanese occupation of China. Wang,
along with some of the leaders who had rallied around him in the 1930s,
including Chen Gongbo, established a Nationalist government in Nanjing
in collaboration with the Japanese occupying forces. At the end of the war
Wang and Chen were considered the two most infamous Chinese collabo-
rators, hanjian (literally, “betrayers of the Chinese people”), and little mem-
ory remained of their prewar efforts in nation building. This amnesia was
not just the result of a natural hostility against collaborators in the postwar
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period; it was also rooted in the apparent impossibility of making sense of
the contradiction between Wang’s and Chen’s 1930s nationalist reforms
and their 1940s collaboration. Their decision to collaborate with the
Japanese can be understood only in light of their experiences during the
Nanjing Decade. Full war with Japan put Wang’s and Chen’s ideas of eco-
nomic nation building to the test. Because they believed that China had not
successfully completed economic nation building, and thus lacked the
highest form of power (the power of a modern nation), they believed that
war with Japan was destined to end in total defeat. The only way that
China could survive was to strengthen its economy; only then could it re-
sist Japan. The national economy, Wang and Chen believed, should be de-
fended at any cost, even if that meant compromising with the invading
forces. They feared that if Japan were allowed to control the national econ-
omy, China would lose any hope of regaining its independence one day. It
was, once again, the two leaders” opposition to Jiang’s vision of China and
their consequent understanding of how to defend the nation that played
an important role in their decision to abandon Chongging, the seat of the
Nationalist government at that time, and to collaborate. The Japanese inva-
sion, therefore, proved to be a moment of truth for Wang’s and Chen’s
notions of China’s modern nationhood, revealing the contradictions and
limits of these views in a dramatic and tragic way.

Cold War Historiography and Party History

This book presents an image of a Nationalist government deeply divided,
debunking the prevalent interpretation that it was a monolithic political
entity, firmly under the leadership of Jiang Jieshi and representing a unified
view of nationhood. This latter interpretation has mostly been the result of
Cold War historiography, which tended to project back to the prewar pe-
riod the radicalization of Chinese politics into two blocks, the GMD and
the CCP, a radicalization that came to characterize Chinese history only
after 1945. Because it was invested in constructing an image of Jiang (and
his staunch anticommunism) as the longtime and paramount leader of
Nationalist China, Cold War historiography depicted the Wang group (and
other political opponents of Jiang, such as Hu Hanmin, who was a party
elder and, after Jiang and Wang, the third most important GMD leader after
the death of Sun Yat-sen in 1925) as rather marginal to the political destiny
of the GMD and China as a whole. This approach, which has proved sur-
prisingly persistent, reduces the political choices faced by Chinese political
leaders in the Nanjing Decade to two main lines: communism or a vaguely
defined anticommunist program embodied by Jiang.® This reading does not
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do justice to the political complexity of the GMD and to the historical
significance of the Nanjing Decade in twentieth-century China.

In this simplified reading of the Nanjing Decade, the rivalry between
Wang and Jiang is too often reduced to a struggle for personal power,
devoid of significant political implications.” In reality, as this book reveals,
this rivalry was based to a large extent on important differences in their
visions of nation building and modern nationhood. After 1927 most GMD
leaders shared some broad political notions, including an anti-Communist
bent and a strong belief in a one-party system, political centralization, and
a high degree of control over the economy.® This wide political framework,
however, left room for controversies and disagreements. These differences
were rooted in long-standing problems in the party. Since its early days,
the GMD, like its predecessor, the Revolutionary Alliance (tongmenghusi),
depended on an alliance among a broad range of political groups.” Even
after 1924, when Sun Yat-sen attempted to centralize the party and to
impose a unified political line—outlined in his lectures on Three People’s
Principles (sanmin zhuyi)—the party remained divided. During the reor-
ganization in 1924, while preparing for the Northern Expedition (1926-28,
the military campaign launched by the GMD against provincial warlords
and aimed at unifying China under its rule), Sun added a military appara-
tus to the GMD, which had, until then, been a strictly civilian political
organization. Jiang became the head of the new Huangpu (Whampoa)
Military Academy (Huangpu junxiao), established to train the new Na-
tionalist modern army (the National Revolutionary Army, NRA) and, in
keeping with the practice of most Chinese warlords, used this position to
build a base of personal followers, whom he later promoted to high posi-
tions in both the military and the political organizations of the GMD.!? The
introduction of warlord practices into the Nationalist Party, represented
more than Jiang’s personal ambitions and expressed a wider political cul-
ture that was predominant in China at the time. Jiang’s power in the GMD
greatly increased during the Northern Expedition. Even after 1928 Jiang
continued to represent the GMD’s new strand of military nation building
and actively maneuvered to establish himself, and the military, at the head
of both party and government. Jiang’s relations with Wang and other civil-
ian leaders such as Hu Hanmin became increasingly tense. Wang wanted
the military to be strictly subordinated to the GMD’s civilian political lead-
ership and was eager to refocus the party on Sun’s legacy of economic
reform. The uncertainty of the GMD’s political line in the Nanjing Decade
was, therefore, a direct consequence of the reorganization of the party in
1924 and the resulting political ambiguities it created between the GMD'’s
military and civilian leaders. In other words, the reorganization in 1924 had
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given the party the military might it needed to return to power, but it had
also sown the seeds for its transformation from a political to a military
organization.

The lively debate on the Chinese discourse on nationhood and national
identity that has emerged recently in the field of modern Chinese history,
bringing to light the coexistence of different visions of nation building and
modern nationhood in the Republican years, has done much to break the
dichotomy imposed by Cold War historiography.!! Prasenjit Duara, for
example, has introduced the idea of “bifurcated history,” arguing that alter-
native visions of national reconstruction emerged parallel to that promoted
by the GMD.!? He convincingly argues that the Nationalist idea of the
Chinese nation as a highly centralized and totalitarian entity was chal-
lenged by other groups, such as the federalists, who did not subscribe to the
GMD’s narrative of a highly centralized nation.!® Duara thus questions the
apparent inevitability of the passage from empire to nation, as realized
by the Nationalists under the leadership of Jiang Jieshi. Historian John
Fitzgerald adds to the debate by tracing the formation of the Nationalist
discourse on the modern state. In doing so he clarifies the process by which
the Nationalist idea of nation building came to be defined vis-a-vis alterna-
tive narratives, became hegemonic at their expense, and ultimately shaped
long-lasting political institutions.!*

Both Duara and Fitzgerald, however, assume that, because the GMD
was highly centralized, it represented a unified political line. But even if
centralization was indeed the goal of the GMD leaders, the party remained
deeply divided until full war with Japan erupted. We can understand this
apparent contradiction when we consider that no leader wanted centraliza-
tion to happen under the control of his opponent. For Wang, centralization
under Jiang Jieshi meant not only Wang’s personal political marginaliza-
tion but also moving the country along what he believed was the wrong
path to nationhood. The feeling was reciprocal. Jiang opposed the central-
ization of the Nanjing administration until late 1935, when he finally
defeated Wang. Only at that point was Jiang sure that centralization would
occur under his own control. It was, after all, the very idea of the necessity
of a highly centralized party and national political system that encouraged
the factional struggle within the GMD. Because there was no administra-
tive channel for expressing or negotiating political disagreements, the
GMD leaders knew that if they could not dominate the entire party and
government, their political voice would be lost forever. The struggle
between the two nation-building strands that divided the Nationalists in
the Nanjing Decade would thus determine the identity of the nation they
were intent on creating.
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Toward What Kind of Nation? A Crucial Crossroad

The confrontation between Jiang Jieshi and the Wang group was of partic-
ular importance to the future of China. Their viewpoints not only repre-
sented important political trends that had developed since the turn of
the century but also revolved around issues that remain fundamental
today. During the Nanjing Decade, in fact, certain long-term trends came
to a head, as the first opportunity to create a modern Chinese nation pre-
sented itself.

In this context, Jiang Jieshi came to represent the most progressive
expression of the militarist trend that had emerged in the wake of the fall
of the empire. Jiang admired the Prussian and German examples of mili-
tarist national modernity and combined militarism with the nationalist
spirit of the GMD. His outlook was thus fundamentally national and
nationalist, going against the prevalent regionalist nature of warlordism.
Because of his military priorities, Jiang favored the development of a
military-oriented heavy industry, a priority that can be traced back to
early Self-Strengthening reforms aimed at modernizing and strengthening
the Chinese army vis-a-vis foreign imperialism and domestic rebellions.'

The Wang group instead built on alternative political and socioeconomic
trends that can also be traced back to the late Qing and the early Republican
years, as illustrated by an analysis of the reforms the Wang group carried
out through the NEC. To fully understand the nation-building program of
the Wang group, in fact, it is important to go beyond its intellectual dimen-
sion and to observe how the idea of China’s minzu economy translated into
reforms and how these reforms affected the socioeconomic landscape of
China. Based on this consideration, this book bridges discourse analysis
and socioeconomic and political history to show how, borrowing the words
of historian Michael Tsin, “nationalism actually works in practice, that is,
how it actually exercises its forces beyond the realm of consciousness.”1®
This approach brings to light, for example, that the Wang group identified
the industrial economy that had emerged in the coastal areas around the
treaty ports as China’s minzu economy. The NEC'’s reforms thus formalized
into government policies the idea—that had begun to take shape at the turn
of the century—that the center of China’s modern identity was no longer
the rural hinterland but its coastal urban economy. The autarkic develop-
ment of this minzu economy became an attempt to reorient the coastal
industries away from Japan and to integrate them with China’s rural econ-
omy, which was to serve as its supplier of raw materials as well as new
privileged market. This plan would have deeply changed the socioeco-
nomic structure of the country at the time since it would have displaced
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the rural elite (identified as “backward” and as obstacles to economic
modernization) and allowed both the state and the coastal industrial elite
to access rural resources at the expense of the local elite. The NEC’s reforms
thus met with the fierce opposition of the village gentry, who resisted being
marginalized in the new economic nation. These reforms also opposed a
contemporary trend of economic modernization and nation building that
continued to focus on the village as the source of modern China’s iden-
tity—a trend not just pursued by the Communists under Mao Zedong’s
leadership but also popular within the Nationalist camp. Finally, these
NEC reforms took an approach that was diametrically opposed to Jiang's.
Jiang, in fact, not only favored heavy industry over consumer industry but
also located his industrial center in the hinterland, thus marginalizing
the emerging private industry in China’s modern economy.

In addition, an analysis of the NEC reforms reveals that the Wang group
appropriated joint state-private (guanshang) economic reform patterns initi-
ated in the late Qing and combined them with worldwide corporativist
trends. Because of the nation-building function they assigned to economic
development and their wish to mobilize China’s minzu economic forces, the
Wang group organized the economic administration of the state along cor-
porativist lines, centered on a system of controlled economy (tongzhi jingji).
These corporativist organizations came to institutionalize, at the national
level, the informal networks of cooperation between reform-minded
industrialists and local authorities that had developed since the Self-
Strengthening period. Tension, however, arose between a wish to support
the development of the private industrial economy and the idea of a strong
interventionist state actively engaged in nation building. In this context, the
Wang group struggled to strike a balance between state control and sup-
porting the private sector, rather than marginalizing it in the new modern
economy as Jiang wanted.

In addition to absorbing reform trends that emerged at the turn of the
century, the Wang group’s vision of nation building also addressed issues
that were at the center of the Chinese discourse on the nation and were thus
an object of concern across political lines. The idea of a minzu economy, for
example, reflected a tension between socialist notions of social change (as a
means for modernization) and nationalist aspirations. This tension
informed the political platform that Sun Yat-sen presented at the time of the
party’s reorganization in 1924 (the Three People’s Principles). It was at this
time that, under pressure from his Soviet adviser, Sun inaugurated a pe-
riod of cooperation with the CCP based on the shared goal of reunifying
the country. The CCP identified the minzu socioeconomic groups as the basis
of the joint CCP-GMD political enterprise and limited the target of the



Introduction

Communist class struggle to a small portion of the Chinese capitalist class
(those who collaborated with imperialist interests) in order to allow the
pursuit of a temporary nationalist goal and to justify its alliance with the
GMD. In other words, the 1924 minzu political platform imposed a nation-
alist agenda on the socialist revolution (in this respect it was in keeping
with the current Soviet international policy).”” The idea of China’s minzu
socioeconomic basis became a shared CCP and GMD heritage and re-
mained part of the Chinese political discourse through the twentieth cen-
tury. Rejected by Jiang, who, departing from Sun’s legacy, was not con-
cerned with social change and the relationship between state and society at
large, it became the main concept of the Wang group’s nation-building
program. In 1942 it was also reappropriated by Mao Zedong as the pivotal
idea of his New Democracy (Xin minzhu zhuyi), the political platform that
successfully supported the CCP through the early 1950s.18

It is commonly believed that the GMD finally lost the country to the
CCP in 1949 due to its inability or unwillingness to carry out significant polit-
ical and economic reforms and its inability to ultimately gain significant
support in society.!” The question arises of whether a final success of the
civilian and reformist GMD led by the Wang group would have been able to
establish a different kind of Nationalist government than the one established
by Jiang. Would a reformist Nanjing government have led the country in a
different direction and to a different destiny? In other words, the outcome of
the confrontation between two different nation-building strands in the
1930s, by silencing the GMD’s most vital and successful reformers, influ-
enced the terms, if not the result, of the GMD'’s struggle against the
Communists in the postwar years. This consideration becomes even more
salient because one of the main reasons for the Communist victory was the
success of the political platform outlined in 1942 by Mao Zedong in New
Democracy, which focused on the importance of the minzu economy to
China’s destiny and thus ensured the CCP the support of the broad socio-
economic alliance that had been at the center of the Wang group’s program.
In addition, the Wang group’s plan for the removal of the rural elite and the
village “middlemen”—a group identified by the CCP as the “local bullies”
and targeted in their land reform campaign—would have shown a commit-
ment to social and economic change in the village that could have counter-
acted, at least in part, the Communist land reform propaganda.

The question also arises of how the NEC’s reforms speak to today’s
China. Contemporary Chinese leaders are also trying to strike a balance
between maintaining a certain degree of political and economic control
while fostering the private economy: the same balance that the Wang group
tried to strike. Today’s leaders, like Wang and Chen in the 1930s, also try to
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promote national unity in an economic environment in which social differ-
ences are deepening, group interests are becoming increasingly differenti-
ated, and provinces are seeking greater autonomy. In addition, once again,
the coastal private economy is leading the modernization of the country,
bringing a new cosmopolitan flavor to China. In this context, today’s lead-
ers struggle to balance global modernity with the defense of what they
believe, or claim, to be China’s identity (as elusive and controversial a
notion now as it was in the 1930s).

Many of the problems faced by the Wang group in the 1930s were dor-
mant under Jiang’s and the Communist authoritarian regimes. These prob-
lems are now reemerging, although in different historical circumstances, as
some of the most important issues that any Chinese government needs to
address for successful economic development and modernization. In other
words, today, as in the 1930s, Chinese leaders are struggling to define the
model of economic modernity that they believe can best serve China (and
their political goals) while reformulating the connection between the econ-
omy (increasingly capitalist) and the nation (still politically authoritarian).
For Chinese leaders today, the question of the relationship between eco-
nomic modernity and nation is, therefore, just as crucial as it was for their
predecessors in the 1930s.

China and Fascist Modernity

One of the main characteristics of the nation-building vision of the Wang
group is that it combined domestic reformist trends with worldwide
trends. Although corporativist and productivist trends reached China from
a variety of sources, representing their wide range of manifestations and
levels of radicalism, Wang Jingwei and Chen Gongbo appeared to have
been particularly attracted by the Italian Fascist model of nation building
and economic modernity.? Italian Fascism was centered on autarky and the
two correlated notions of corporativism (devised to mobilize a country’s
economic forces) and productivism (an expansion in economic production
aimed, as explained in more detail in chapter 2, at achieving autarky and
counteracting socialist ideas of wealth redistribution). In the early 1930s,
II Duce, as the Italian Fascist leader Benito Mussolini liked to be called,
appeared to have succeeded in transforming Italy into a strong and mod-
ern nation. Looking from abroad, Italy appeared to prosper under the new
Fascist regime, although the prosperity of the 1920s was not necessarily the
result of Fascist policies, and in the 1930s the international economic
depression as well as Mussolini’s stress on autarky and mobilization of the
economy in support of his military exploits posed a severe strain on the
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economy.?! Mussolini, however, eager to be recognized as a world leader
and to export his Fascist model to other countries, actively publicized
his regime abroad. Italian movies vaunting the achievements of fascism
were shown in Shanghai’s theaters, Italian planes soared acrobatically in
its skies, and new courses in corporativist law were inaugurated at the
University of Shanghai under the patronage of the Italian Fascist govern-
ment.?> Chen Gongbo became a close friend of Galeazzo Ciano, who was
Mussolini’s son-in-law and the Italian consul in Shanghai at the time.?
Chen, like most Nationalist leaders of the time, was very conscious of
Mussolini’s reforms, which were often discussed in local newspapers.?
The NEC leaders invited Italian experts from the Fascist regime to help
with their economic reforms.?

The historiographical debate on the influence of fascist thought on the
Nationalist regime in the 1930s has been marked by deep disagreement.
Focusing on Jiang’s Blue Shirts and New Life Movement, historians Lloyd
Eastman and Frederic Wakeman have argued that both were manifes-
tations of a Chinese form of fascism (more specifically, according to
Wakeman, “Confucian fascism”), although with certain limitations and
ambiguities.?® On the other hand, focusing on the same movements, histo-
rian William Kirby argues that they were only superficial manifestations
of Jiang’s authoritarian aspirations and superficial reflections of direct
German influence. Kirby thus concludes that we should not label them
fascist.?” More recently, political scientist A. James Gregor, in his survey of
fascist influences in China, has also argued against calling the Nanjing
government fascist.?® This discordance of opinions is mostly a result of the
difficulty of reaching a satisfying definition of what constituted the
worldwide political movement called fascism in the interwar years. In
spite of the wide historiographical debate, a valid definition of fascism
has only recently begun to emerge.?’ Historian Zeev Sternhell explains
that the difficulty in providing a satisfactory definition of fascism is due
to its heterogeneity and to the fact that it was, in his words, “a political
idea which is already ambiguous enough.” However, Sternhell points out,
we are met with the same problem even when discussing democracy and
socialism. “There is obviously no single example in history that corre-
sponds to a ‘model’ or ‘ideal type’ ... of democracy, socialism, or communism.
Much the same applies to fascism. Italy in the twenties or thirties could
not claim to be an ‘ideal” fascist state any more than the Parti Populaire
Francais (PPF), the British Union of Fascists, or the Legion of the
Archangel Michael was an ideal fascist party.” In short, according
to Sternhell, fascism is “a universal category with regional and cultural

variations.”?
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The question remains, however, of whether fascism was specifically a
European trend arising from the experience of World War I. Sternhell
downplays the importance of the Great War as the catalyst for the devel-
opment of fascism, describing it as “one of the byproducts of the crisis of
Marxism and the crisis of liberalism.”?! In this way, fascism emerges as a
phenomenon that goes beyond the European experience of the Great War,
being rather the result of a much wider crisis of political and economic
models that were at the basis of the international system.?? In this sense,
fascism constituted a reaction against both capitalism and communism and
was an attempt to combine aspects of both in order to create a better, and
dialectically more modern (since it was the product of the synthesis of cap-
italism and socialism), political and economic model. Non-European coun-
tries experienced the same crisis, and although their local perspectives
shaped their perceptions, they still participated in the same transformation
of the political and economic scene.

Chinese leaders, in fact, did not attempt to apply the Italian Fascist
model—or a more vaguely defined European fascism—in its entirety.
Rather, they selected the aspects that resonated most with their political
vision and with China’s own circumstances. One of the local factors that
brought Wang Jingwei and Chen Gongbo to embrace fascism (especially
autarky and a controlled economy) was the escalation of Japanese aggres-
sion. It is impossible to overstate the impact of Japan’s imperialism—
military, political, and economic—on China’s nation-building effort. Its
impact imposed serious limits on the Nationalist government’s reform
effort, in terms of both time and direction. In 1937 every reform project
had to be curtailed as China swiftly succumbed to Japanese occupation.
Even before 1937, the problem of Japan loomed so large over Chinese
political and economic life that it deeply informed the country’s political
discourse. There was no aspect of Chinese political life that did not have
to come to terms with Japan’s ambitions.®® Resistance against Japan
inspired Wang and Chen to create a vision of an autarkic and controlled
Chinese economy and thus played an important role in their progressive
slide toward fascism. On the other hand, Japanese economic imperialism
in China—especially the presence of Japanese factories on Chinese soil—
led the two leaders to formulate autarky in the distinct framework of the
development of the minzu economy. Chinese autarkic policies thus came
to differ from the Italian because of their different goals. While in some
countries, such as Germany and Japan, autarky became the justification
for the aggressive building of self-sufficient empires, in others, such as
China, it became a weapon for resisting foreign imperialism and economic
dependency.
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Fascism has also been linked to the European bourgeoisie and a specific
socioeconomic environment characterized by “widespread unemployment, an
impoverished middle class, a terrorized petit bourgeoisie.” Because of these
elements, fascism in Europe came to constitute “a rebellion against bourgeois
society, its moral values, its political and social structures, and its way of life”
and developed into a mass movement.* The fact that socioeconomic condi-
tions were different in China from those in Europe did not prevent fascism
from developing but did determine its characteristics as a political move-
ment. Reacting to the same crisis of liberalism and socialism that had inspired
its European counterpart, China developed its own brand of state fascism in
the 1930s, but Chinese fascism never became a mass movement.>

The diversity of fascist manifestations within the GMD, while stressing
once more the depth of the political division within the party, also illus-
trates the local characteristics of Chinese fascism. GMD leaders did not just
imitate Italy or Germany; they adopted, and adapted, what resonated with
their personal political experiences, their political and intellectual devel-
opment, and their aspirations to participate in global modernity. Jiang, for
example, favored a German-style militarist form of fascism because it
appealed to his own military background and political vision. Wang and
Chen, however, because of their focus on the economy, were particularly
attracted to the Italian Fascist model of nation building (it is for this reason
that Italian fascism serves in this book as the main source of comparison).
In Fascist Italy, for example, corporativism had not developed at the
expense of private business as it had in Germany. On the contrary, the
corporations came to be dominated by private industrial interests. The
Italian corporativist model, because it was based on an alliance between
state and industry, particularly appealed to Wang’s and Chen’s notion of
minzu economy.

As discussed above, the anti-imperialist characteristics of Wang’s and
Chen’s nation-building project, together with its emphasis on the economy,
resonated with a wider movement of reconstruction initiated in the late
nineteenth century. Wang and Chen believed that their reform would fi-
nally end the crisis that had plagued China for almost a century. In other
words, they felt that they were adopting the most modern political and
economic tools available at the time to save China from a predicament
whose origins were to be found in its recent past.

National Reconstruction: A Brief Historical Background

The Chinese discourse on economic reconstruction can be traced back to
the second half of the nineteenth century, a time when domestic rebellion
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and foreign aggression brought government officials to focus on strength-
ening China. The Self-Strengthening reforms relied on a combination of
educational, military, and economic initiatives aimed at modernizing the
country vis-a-vis foreign imperialism. Major personalities of this move-
ment, such as Zeng Guofan and Li Hongzhang, while establishing new
arsenals, sponsoring translation bureaus, and introducing Western-style
military training, also focused on the development of joint state-private
business enterprises. Zhang Zhidong, who gave the Self-Strengthening
Movement its basic principle of “Chinese learning as essence, Western
learning for practical use” (Zhongxue wei ti, Xixue wei yong), generally short-
ened to “Chinese essence and Western practices” (tiyong), advocated graft-
ing Western modern technology into the Chinese political context. Zhang
announced “saving the country with business” (shiye jiuguo) as one of his
main reform strategies. Thus, the notion that economic development con-
stituted an important tool for state building (most Qing reformers in that
period thought in terms of the state rather than the modern nation) and
modernization originated in the late nineteenth century.

The widespread perception that the Qing dynasty, because of its foreign
Manchu origins and its “feudal,” nonmodern political nature, was unable
and unwilling to enact any significant reform or to fight foreign imperial-
ism was one of the most crucial motives for the 1911 revolution. The task of
reconstruction was assigned to the new Republic, which was supposed to
be politically modern and directly representative of the interests of the
Chinese nationality. The Republic, however, did not live up to these expec-
tations. The Yuan Shikai presidency was unable to transform China into a
modern nation as many Chinese had hoped. Although Yuan did attempt a
number of domestic reforms designed to strengthen the Chinese state, they
had little time to yield results (Yuan ruled for only four and half years) and
were forgotten soon after his death.’” In addition, Yuan had spent most
of his career as an official of the Qing dynasty. Although he had been a
reformer—and had been involved in the Self-Strengthening reforms—he
was deeply ambivalent about the idea of nation. Yuan felt that the Beijing
government could restore order in China and firmly establish its control
over the nation only by reviving the political legitimacy represented by the
empire. Therefore, shortly before his death, Yuan planned to make himself
emperor. By attempting to restore the imperial system and perpetuating
some form of imperial rituals, the Yuan Shikai presidency poignantly
reveals the difficulty of abandoning the familiar imperial model and
launching into the uncertain waters of republican politics and modern
nationhood.?
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With the death of Yuan, the country fell into political disintegration
and warlordism. It was only in 1927, toward the end of the Northern
Expedition, that China was brought again under a certain amount of uni-
fied leadership by the GMD, raising hopes that those nation-building
reforms that had been postponed for so long would finally be realized.
High expectations gave birth to a plethora of reform agencies all over the
country. A foreign observer visiting China in 1936 commented that China
“is alive with the discussion of her problems. ... [T]he welter of experi-
mental hsien [xian, counties], welfare centers, model villages, committees,
commissions, and bureaux for reconstruction which cover the whole
country ... represent no less than the scaffolding in the building of a new
society.”® The author of this comment, George Taylor, a former lecturer at
the Central Political Institute in Nanjing, was struck by the drive for reform
that pervaded all of China during the Nanjing Decade. The movement for
national “reconstruction” ( jianshe)—the term privileged at the time to indi-
cate a wide range of reforms aimed at strengthening and modernizing the
country—appeared to be forging ahead with inexhaustible enthusiasm.
Most of these agencies, no matter what their primary focus, regarded the
economy as a crucial aspect of national reconstruction. For example, Liang
Shuming and James Yen, two of the most prominent reformers of the
Republican years, although working primarily in political (the develop-
ment of local governments) and educational reform, respectively, included
in their programs different forms of economic cooperative societies.®’
The number of journals dedicated to economics—such as Reconstruction
(Jianshe), Chinese Village (Zhongguo nongcun), Research in Chinese Economy
(Zhongguo jingji yanjiu), and the English-language Nankai Social and Eco-
nomic Quarterly—increased dramatically.

It soon became clear, however, that many obstacles still lay in the path of
nation building. Although the GMD government in Nanjing enjoyed recog-
nition as China’s official national government, it was unable to control large
areas of the country. In addition, as argued above, internal disagreement
made unified decision making impossible. Finally, the Nanjing government
had to face increasing Japanese aggression. Japan’s aspirations for China
dated back to the turn of the century but had become increasingly threat-
ening since 1931. At this time Japan invaded Manchuria and established it
as a nominally independent state, Manchukuo. This maneuver, however,
could hardly disguise the de facto colonization of the region. In the fol-
lowing years the Japanese army came to control China’s northeast while
continuing to push south. In 1932 the Japanese army attacked Shanghai,
the economic and cultural heart of the Chinese Republic. Although an
agreement was reached that pushed the Japanese back to their previous
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positions, the feeling grew among the Chinese that Japan was planning
to incorporate China into its empire. Between 1931 and 1937, growing
Japanese aggression remained a central problem in Chinese politics, leading
to one crisis after the other and becoming pivotal to the discourse on nation
building.*! Between Japanese attacks—September 1931 on Manchuria and
January 1932 on Shanghai—China’s political system fell into total chaos.
Two cabinets fell in short succession. Lengthy and acrimonious negotiations
were carried out in Shanghai, where leaders of the GMD met repeatedly to
discuss ways to restore stable governance.*

The Shanghai talks led to the establishment of the Wang-Jiang coalition
government (January 1932-December 1935), which was based on the two
leaders” shared perception that China needed time to complete nation
building before engaging Japan militarily. The Wang-Jiang cabinet was
launched on the political platform of an’nei rangwai (pacify the domestic
front while resisting on the external front). This cabinet reversed the ap-
proach of its short-lived (January 1-28, 1932) predecessor, led by Sun Ke,
the son of party founder Sun Yat-sen. Sun and his foreign minister Eugene
Chen (Chen Youren) had announced their intention to be more determined
toward Japan by breaking off official relations and mounting vigorous mil-
itary opposition. Unfortunately, lacking the support of both military and
party leaders, the Sun cabinet was unable to take any kind of action and
collapsed when the Japanese army attacked Shanghai in January 1932.43
The an’nei rangwai coalition of Wang and Jiang, however, did not bring
unity to the Nanjing government. Although Wang and Jiang agreed on the
necessity of postponing war with Japan to gain time to strengthen China,
they fiercely disagreed on how to go about the latter task. For Wang it
meant giving absolute priority to economic nation building. Jiang, instead,
interpreted an’nei as military pacification of both insubordinate provincial
leaders and the CCP. The new cabinet, therefore, represented only one stage
in the protracted political confrontation between Wang and Jiang.

My evaluation of the Wang-Jiang coalition differs from that of the histo-
rian So Wai-chor. In his important book on the Wang group, So argues that
Wang decided to join the government in 1932 only to gain personal power.
Once in Nanjing, So contends, Wang catered to Jiang’s requests, virtually
ending his long opposition to Jiang. So even ends his book on the Wang
group (which he calls the GMD Left although soon after 1927 the
Wang group had begun to move to the right) in 1931, arguing that, after
that date, Wang sold out to Jiang and, later, to the Japanese. In this way, So
depicts Wang as a collaborator even before 1940.# Instead of using Wang’s
and Chen’s political record in the 1930s to understand the 1940s (the ap-
proach I use in this book), he uses the hanjian reputation the two leaders
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had gained in the war years to explain their participation in the Wang-Jiang
coalition. In other words, So takes 1932 as the turning point in the history
of the Wang group, while I regard the 1930s as a continuation not only of
the Wang group’s opposition to Jiang but also of its attempt to restore the
GMD to civilian leadership and to return to what Wang believed to be the
original platform of Sun Yat-sen.

The Wang Jingwei Group before 1932

The history of the Wang group highlights the profound disunity of the
Nationalist leadership during the Nanjing Decade. In 1927, once the GMD
had entered the lower Yangzi Valley during the final stages of the Northern
Expedition, Jiang, at the head of the advancing NRA, established a second
Nationalist government in Nanjing to compete with the existing Nationalist
base in Wuhan led by Wang Jingwei. By inaugurating a new national gov-
ernment in Wang's absence, Jiang not only gained personal control over the
new central government but attempted to cut off Wang and the rest of the
civilian leadership, which had strongly dominated the Wuhan government.
Cooperation with the Communists, who had been allowed to join the party
since 1923, soon became a bone of contention between the two competing
governments. In April 1927, Jiang purged the Communists from the GMD.
Wang strongly opposed Jiang’s move but eventually he also repudiated the
policy of cooperation with Communist members and declared it a serious
mistake that was due to a misunderstanding of Sun Yat-sen’s original pol-
icy. Disagreement between the two leaders, however, persisted. Jiang began
curbing leftist influence within the party by suppressing mass organiza-
tions and anti-imperialist activities. During this de-radicalization process,
social and economic reforms were also abandoned. This reversal was the
main focus of criticism from the Wang group.*> Wang denounced the back-
lash that had started in Nanjing and endorsed reconstruction policies, mass
organization, and anti-imperialism as crucial components of the GMD’s
political program.#6

These persisting political differences ultimately led to a second major
confrontation between the Wang and Jiang groups in 1929. At that time,
the Wang group, in opposing Jiang’s attempt to control the party and the
government, advocated a return to the spirit and policies formulated by
Sun Yat-sen in 1924. They formed an organization that became known as
the Guomindang Reorganization Comrades Association (Guomindang gaizu
tongzhihui), generally called the Reorganization Group (gaizupai). Chen
Gongbo took most of the initiative on this occasion since Wang was abroad.
Chen was undoubtedly Wang’s most loyal associate, because of shared
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political beliefs and an often-declared personal loyalty. For this reason,
although the two Nationalist leaders often disagreed on important issues
(as became clear at the time of the Reorganization movement and, later, on
the issue of collaboration with the Japanese), Wang and Chen most often
fought on the same political side.¥” Wang derived much political prestige
from his early cooperation and friendship with Sun Yat-sen, but Chen
showed, on many occasions, a theoretical and political initiative surpassing
Wang’s. His articles on the role of the GMD and the CCP in China’s eco-
nomics and politics became very influential, although they did not always
meet with Wang’s approval.*8

The final confrontation between the Reorganization Group and Jiang
took place at the Third Party Congress, held on March 15, 1929. The politi-
cal tide turned on Wang and Chen at the congress. The two leaders, along
with other Reorganization members, were expelled from the GMD.* After
the 1929 debacle, Wang attempted to form various alliances with warlords
and other groups who challenged Jiang from the periphery. However, it
was not until the inauguration of the Wang-Jiang coalition government in
January 1932 that the Wang group was able to return to Nanjing.

The group of Nationalist leaders who rallied around Wang Jingwei has
generally been called either the left wing of the GMD (the GMD Left) or the
Reorganization Group. By 1932, however, Wang Jingwei was firmly anti-
Communist and hardly a leftist. At the same time, Wang had stopped
directly advocating party reorganization. Therefore, neither appellation is
an adequate description of Wang’s political group from 1932 on. For this
reason, I refer to the Nationalist leaders who rallied around Wang simply
as the “Wang group.”

Chapters and Content

In the first part of this book, I focus on the intellectual foundation of the
nation-building project initiated by Wang Jingwei and Chen Gongbo.
Chapter 1 explores the two leaders’” understanding of China’s crisis, their
notion of economic modernity, and their development of the idea of minzu
economy as the foundation of the nation. This chapter also traces the con-
nection between Wang’s and Chen’s political platform and worldwide fas-
cist trends, stressing how the two leaders’ support of autarky and economic
control was rooted in their experience of China’s circumstances in the
changing regional and world environment. Wang and Chen appropriated
the language and logic of fascism because they believed fascism could help
them make sense of, and deal with, China’s crisis. This chapter also demon-
strates that Wang and Chen, rather than just imitating Western trends,
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selected only the aspects of fascism that resonated with their own ideas of
China’s problems and their solution.

Chapter 2 explains the productivist policies of the GMD and how they
affected its rural policies. I discuss these issues at length because, in the
1930s, the rural village came to be regarded as a crucial aspect of China’s
crisis. As this chapter illustrates, the questions of how to reform the village
and what role rural China should be assigned within a new modern China
became key issues in a heated debate among reformers of all political per-
suasions. In this context, the village became a major site of political con-
frontation not only between the GMD and the CCP but also between the
Wang group and Jiang Jieshi.

In part 2 I show how notions of modern nationhood and nation building
shaped the institutions of the Nationalist state and the reforms launched by
the Nanjing government. Chapter 3 details how disagreements among the
higher echelons of the Nationalist leadership over these issues fragmented
the government administration into political “fiefs,” each responding to dif-
ferent GMD groups and pursuing different reform agendas. In this chapter,
Jiang Jieshi emerges as a formidable opponent of the GMD civilian leaders,
who believed that economic reforms were crucial for creating a modern
Chinese nation. This chapter explores Song Ziwen’s attempt to reform
China’s finances and economy and his conflicts with Jiang’s military prior-
ities. The chapter outlines Song’s reform agenda, which came to resemble
Wang’s and Chen’s, and his strategy to overcome a stalemate created by the
factions in Nanjing that blocked the implementation of reforms. It also
describes how Song established the National Economic Council and how,
with the inauguration of the Wang-Jiang coalition cabinet, the NEC became
the main vehicle for the realization of the Wang group’s program. Chapter
4 discusses how Wang’s and Chen’s idea of minzu economy led the NEC
leaders to embrace corporativism. The NEC thus became a corporativist
organization, merging worldwide fascist trends with reform practices initi-
ated in the Self-Strengthening period. NEC corporativism, in fact, institu-
tionalized the joint state-private economic reform pattern initiated in the
late Qing. This chapter examines how the NEC leaders attempted to estab-
lish a constructive relationship with the minzu economy—which they iden-
tified with the Jiangnan industrial elite—and to oppose Jiang’s desire to
marginalize this group in the Nationalist reconstruction effort.

In part 3 I examine how the idea of minzu economy was translated
into actual reforms, abandoning the intellectual realm and coming to terms
with the economic and social realities of the day. This section is concerned
mostly with the reforms carried out by the Cotton Control Commission
(CCCQ), a committee of the NEC. Chapter 5 explores CCC reforms in rural

21



22

Introduction

areas: their goals, their potential to change the socioeconomic structure
of the Chinese village, and the problems these reforms met. Chapter 6 shifts
the focus to CCC reforms in urban areas, reforms designed to modernize
the production and management of industrial plants. This chapter traces the
final political demise of the Wang group, a turn of events that allowed Jiang
to eliminate the NEC and to set up an economic agency (the Natural
Resource Commission, ziyuan weiyuanhui) that reflected his view of China’s
economic modernity.

Chapter 7, which by itself constitutes part 4, functions as an epilogue. It
is here that I address the collaborationist period. This chapter emphasizes
the deep impact of the intellectual constructs of nation building on the poli-
tical life of Republican China; it highlights how different visions of nation
led to two dramatically different defensive strategies after the eruption of
full war with Japan. The disagreement between Wang and Chen, on the one
side, and Jiang Jieshi, on the other, over the political and economic nature
of modern China (a disagreement that had characterized the years of the
Wang-Jiang coalition) contributed to the establishment of two different
Nationalist governments, each claiming to embody the legacy of Sun Yat-
sen and, consequently, to be the only legitimate GMD government. Both
regimes declared themselves to be following the correct path for saving
China and to possess the secret to postwar nation building.
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CHAPTER 1

China’s Minzu Economy

When Wang Jingwei entered the coalition government with Jiang
Jieshi in January 1932, he was determined to reverse the course of
action taken by Jiang and shift the government’s attention from mil-
itary toward economic nation building. At the time of the Shanghai
negotiations in late 1931, Wang had made his position very clear. On
that occasion, during an interview with the press, he stated: “My
position on the solution of the present situation is not similar to
those who want to use military force. .. .I believe that only with
reconstruction is it possible to unify [the country].”! Wang thus
denied Jiang’s use of military force as a legitimate tool for nation
building (reconstruction). He firmly maintained this position
throughout his years in the government and did not hesitate to
openly and forcefully attack the military strategy adopted by Jiang:
“The policy of attempting to bring about national unification by
armed force—subsequent to the establishment of the present regime
at Nanking [Nanjing]—has been a failure, and it is the realisation of
this very plain fact which has led me to advocate the policy of uni-
fication by reconstruction.”? As Wang explained, military force had
failed in the two most important goals of nation building: national
unification (against warlords, centrifugal regionalist trends, and
Communists) and anti-imperialism. Although Japan was rarely
mentioned in Wang’s speeches, as Japan was very sensitive to direct
anti-Japanese proclamations by any Chinese government official,
his references to imperialism were obviously targeted at the escala-
tion of Japanese imperialism, which had generated the protracted
governmental crisis leading to the formation of the Wang-Jiang
cabinet. Attempting unification by military means, Wang warned,

(it ]
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only meant “wasting men and money upon military adventurers, and espe-
cially fratricidal struggles between factions whose common aim should be
the building-up of their country into a powerful and prosperous State.”?
Military action would also fail in resisting foreign imperialism if not used
within a wider context of nation building and international politics. “To
repel imperialism, we cannot use only the military. We have to focus all our
energies—military, political, diplomatic, industrial, and economic—on
the anti-imperialist struggle.”* Departing from Jiang’s military strategy,
Wang was determined to base the new cabinet’s approach to nation build-
ing on economic reforms. As Wang explained in 1934, the new administra-
tion was aiming “at attaining national solidarity [as an essential part of
nation building] by the evolutionary method of economic reconstruction.”®

Wang’s statement on evolution and economic nation building testifies to
the complex roots of Wang’s and Chen'’s plan. Influences included a reform
legacy initiated by the Self-Strengthening Movement, a Marxist-Leninist
understanding of evolutionary history and of imperialism, Fascist interna-
tional trends, the slow-brewing crisis of liberalism around the world, and
the deepening of the international economic depression that marked the
1930s. The Chinese discourse on the nation, in fact, was very much engaged
with themes that went beyond China’s own circumstances. As historian
Rebecca Karl has convincingly argued, since the early years of the twenti-
eth century Chinese intellectuals had read the Chinese situation in a global
context.® In the 1930s this discourse was even more globally engaged. In an
attempt to shed light on China’s new crisis, political and economic journals
constantly published articles on the situation of other countries that were
supposedly experiencing circumstances similar to those in China. In addi-
tion to coloring Chinese intellectuals’ readings of China’s problems, world-
wide trends also appeared to offer the most modern and effective political
and economic tools for solving them.

Late Qing officials placed Western imperialist pressure on China within
a mercantilist framework (mercantilism and its stress on the balance of
trade were in the mainstream of economic thought at the time), and they
devised strategies to defend China based on mercantilist ideas.” Wang’s
and Chen’s plan for nation building, instead, reflected the deep changes in
the political and economic thought of the interwar years, marked by the
growth of antiliberal ideas. We cannot forget, however, that China was
indeed integrated into the world economy and directly experienced, and
reacted to, problems and changes in the international system. As discussed
in detail later, China was directly affected by the emergence of protection-
ist policies (especially those adopted in countries such as the United States
and Great Britain) and autarkic empires (such as the German and the
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Japanese). These changes in the international environment convinced
Chinese leaders that they needed to keep up with the transformations that
were taking place all around their country. In this context, Wang and Chen
came to perceive mercantilism and free trade as obsolete and Fascism as the
epitome of modernity. As had been the case with earlier reformers, Wang
and Chen believed China’s crisis to be an aspect of the global struggle for
the survival of the fittest, and they wanted to transform China into a mod-
ern nation to better equip it to survive. The intellectual and economic tools
they had available were, however, new.

An Evolutionary Approach to National Reconstruction

Social Darwinist theories had been influential in China since the prominent
late Qing intellectual Yan Fu first translated portions of Thomas Huxley’s
Evolution and Ethics in 1898. Social Darwinism became an important
element of the Chinese discourse on history and on the country’s current
circumstances. The depth of its impact was such that it soon began to influ-
ence the nature and goals of modernizing reforms. Among the Chinese
intellectuals and reformers who embraced and propagandized evolution-
ary ideas was Liang Qichao—at the time a young intellectual and reformer,
destined to become one of the most influential figures in Chinese modern
history. Liang incorporated these ideas in his influential writings and also
adopted them in the formulation of the reform program he sponsored with
the late Qing official Kang Youwei (the Reform Movement of 1895-98).8 The
evolutionary notion of history embraced by Liang and many other intellec-
tuals was subsequently reinforced by the spread of Marxist-Leninist ideas
in China after the success of the Bolshevik revolution. Setting aside the
issue of class relations (a notion crucial to the original Marxist-Leninist
formulation), Liang turned historical materialism into, in Arif Dirlik’s
words, “a version of evolutionist theory based on technological progress.”
In this evolutionary scheme, which came to be widely adopted by Chi-
nese of all political creeds, a country would climb a ladder of progress
in three stages—tribal, feudal, and national—each dependent on a different
economic system—agricultural, commercial, and industrial, respectively.!®
This combination of social Darwinism and historical materialism gener-
ated the notion that modern nationhood (the ultimate evolutionary stage)
was the real form of modernity and the source of power for all countries
involved in the international environment, where the strong colonized
the weak and, in doing so, erased their identity. These ideas inspired
Wang Jingwei’s and Chen Gongbo’s notions of how to survive Japanese
imperialism.
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In his 1934 English-language book, China’s Problems and Their Solution—
which aimed at propagandizing the Wang-Jiang administration to Western
powers so as to win their sympathy and support for China’s cause—Wang
declared that China was

sick . .. suffering from . .. a weak heart, and a tumorous growth. . .. The
weak heart refers to the political and financial strength of the National
Government, while the tumorous growth stands for foreign invasion and
occupation of the Chinese territory. These being the pathological
conditions of the patient, it is obvious that the service of a surgeon to per-
form . .. the removal of the tumor [is] not yet needed, for the patient is not
strong enough to stand the shock to the system. . . . [T]he first thing neces-
sary is to build up the invalid’s strength. . . . Then, with heart and body
and mind all functioning more normally, the question of a surgical opera-
tion might be discussed if, indeed, by that time the cankerous growth had
not disappeared of its own accord, as does sometimes happen when the

patient’s powers of resistance are stimulated.™

The idea was that China (the sick body), in order to recover its “national
vitality,” needed to heal its financial and political heart, the very foun-
dation of modern nationhood, before a successful military resistance
to Japan (surgery to remove the “cankerous growth”) could be waged.
Moreover, a healed and stronger China might not even need surgery after
all and might naturally shed Japanese aggression merely by virtue of its
health. In other words, modern nationhood was the ultimate source of
power and could be obtained only by reconstructing the very foundations
of the nation. For Wang, it was only when China had regained its “national
vitality” that peace with Japan could be achieved “and become firmly
established, on the foundation of equality.”?? Expounding on this theme,
Wang—borrowing from the holistic imagery of traditional Chinese
medicine (a common rhetorical device in China’s traditional political
discourse)—explained how to revive that strength. As with a medical
patient, China needed to find a cure to solve the problem at its root
(zhiben) rather than attend only to its superficial symptoms (zhibiao), as
Jiang Jieshi’s military approach did. The latter strategy would lead the
patient to sure disaster.

Chen shared Wang’s view but more clearly anchored China’s national
“vitality” in the economy. The economy, he argued, was the very founda-
tion of every nation because “regardless from what point of view [one
approaches nation building], there is no way to escape economic relation-
ships. ... [A country’s] political system is a reflection of its economy.”!?
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Only changes in the economic structure, therefore, could lead to changes
in the political system. Because the economic structure of a country consti-
tuted its foundations and the main motor of its evolutionary process,
the advancement of a country was determined by changes to its economy,
and each stage was tied to a different stage of economic development.
Following Liang’s periodization, Chen represented history as a process in
which nationalities (minzu) progressed (jinbu) up a ladder of evolution
(yanjin), each stage depending on a specific economic system: tribal (agri-
culture), feudal (commerce), and national (industry).!* Chen thus con-
cluded that the most advanced nationalities (jinbu minzu) had reached the
status of “nation” because their economy had industrialized. It was this
advanced political and economic status that gave them power vis-a-vis the
“backward” nationalities that lagged behind in the global evolutionary
competition. If China wanted to catch up, it needed to transform itself into
a “nation” by transforming its economy into a modern industrial system.!®
Like Wang, therefore, Chen believed that national power relied primarily
on a country’s ability to reach the top of the evolutionary ladder by indus-
trializing and becoming a “nation.”

The economic reform plan promoted by the Wang group was therefore
entrusted with the revolutionary (and evolutionary) task of changing the
Chinese economic structure. This meant not only its transformation into an
industrial system but also, Chen argued, the transformation of China into
“a whole economic unit [jingji danwei].”16

The Nation as an Economic Unit

National unification had been a concern of Chinese intellectuals and polit-
ical leaders since the early twentieth century. At that time, the predominant
view was that the Chinese people lacked national consciousness, each pur-
suing his or her personal interest at the expense of the interests of China as
a whole. Liang Qichao complained that the Chinese were like flying ducks,
while Sun Yat-sen compared them to a “sheet of loose sand,” lamenting
their lack of national consciousness.”” While in Guangdong in the mid-
1920s, preparing for the Northern Expedition, Sun had made national unity
one of the most important goals of the newly reorganized Nationalist Party.
In this area, as in many others, Sun’s legacy to the party was ambiguous.
The Northern Expedition appeared to signal that military unification was
indeed Sun’s preferred solution to China’s disunity—or at least the one
he believed had some chance to succeed. At the same time, most of his
writings focused on political and economic issues, without expounding
much on the goals of the new Nationalist army.
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This ambiguity was reflected in the disagreement between Wang and
Jiang on how unity should be achieved. On the one hand, Wang stated,
“We must know that a nation is really unified only when it has achieved
economic unification. This is the goal of the so-called national reconstruc-
tion movement. This is the necessary task for saving the nation.”!® For this
reason the goal of the government, Wang argued, was “the attainment of
that national unity which the government believes will depend upon the
development of productive enterprises, agricultural and industrial.”* This
was the only solution to China’s current fragmentation, Wang argued, as
proved by the fact that “efforts to unify the country by force were unsuc-
cessful.” Therefore, the “policy of the Government today is to bring about
national unity by economic reconstruction.”? On the other side of the
party, Jiang rebutted, “Germany’s powerful precedent must be our model.”
The German example advocated by Jiang was one of vigorous military uni-
fication followed by the establishment of a military regime relying on a
strong, military-oriented heavy industry. “No matter what the nation, the
revolution needs first to regulate [zhengli] the military. [It needs] first to
seek military unification and progress.”?

Chen stood firmly on Wang’s side and, as the most vocal member of the
Wang group on economic matters, he further elaborated the idea of eco-
nomic unification. Economic unification, he argued, was the most effective
way to achieve national unity, a goal that not even political measures such
as the calling of a parliament or the promulgation of a constitution could
achieve. “Only the economy constitutes the foundations of unification.
During the last twenty years of domestic chaos, [we] have repeatedly tried
[to achieve unification] through political [or military] ... means. However,
in spite of the fact that the central government [nominally] rules over the
entire country, today people are still debating why China cannot be unified.
From this we can see that the claim of unification is only superficial.”?
Going back to the economic evolutionary theme, Chen identified unity with
modernity. “A nation cannot be divided. If it is, it does not constitute a
nation anymore. A nationality also cannot be divided. If it is, it does not
constitute a nationality anymore.”?

Wang’s and Chen’s obsession with unity reflected a common preoccupa-
tion of both GMD and CCP leaders, who perceived political and economic
decentralization to be divisive and thus a manifestation of “feudalism” and
“backwardness.”?* This formula was effectively summed up by the Marxist
Zhang Tingfei: “Only that which unifies is progressive; division means
reaction.”? In this vein Chen argued that China could achieve nationhood
only by overcoming its regionally based economy, which kept it in a feudal
economic and political mode. “If [China’s] feudal economy does not break
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down one day, China will never be able to become a modern-style nation-
state [jindaishi de guojia].”*® Chen held China’s regionally based economic
structure responsible for the persistence of warlordism, which he consid-
ered the most palpable sign of feudalism. “Old warlords go and new come.
This is because our infant industry cannot set itself free from its small-scale,
rural character.”” “I personally wonder why ... center and provinces
appear to have no relationship at all. The simple answer is that there are
very few economic contacts [between the two].”?

Chen’s accusations of feudalism were not just targeted at warlordism
but extended to all centrifugal regionalist tendencies that kept the initiative
for economic reforms decentralized. In the 1930s, China was as divided eco-
nomically as it was politically. Most of the economic reforms that had taken
place since Self-Strengthening were carried out at the local level by diverse
and often competing groups. The country was fragmented by rebellious
provinces, which managed the local economy with protectionist policies in
competition with neighboring provinces. At the same time provincial gov-
ernments, especially those close to coastal areas, attempted to achieve mer-
cantilist Self-Strengthening goals by encouraging the growth of the local
export industry, which resulted in linking the local economy with the inter-
national market rather than with other provinces.?’ This dependency on the
international market was encouraged by the disruption of communications
in the interior as a result of protracted civil war. It was also helped by
declining production in the hinterland, caused by the widespread rural eco-
nomic crisis. It was thus easier and less costly to import raw materials from
abroad than to undertake the risk of having them shipped from the interior.
A mill owner in Shanghai, for example, would pay more for grain grown in
Shanxi than for grain imported via Seattle in the United States.* In addi-
tion, domestic crops were unpredictable and of lower quality than the
imported variety, making them unreliable and unsatisfactory supplies for
manufacture.

At the level of political discourse it was federalism that posed the most
serious threat to Nanjing because it was armed with both the military
power of the warlords who supported it and a strong political and
reformist agenda. In the early 1920s the idea of a federalist state had gained
the support of prominent personalities, such as Hu Shi and Li Dazhao, as
well as provincial leaders in Hunan, Yunnan, and Guangdong. The main
leadership of both the GMD and the CCP, however, consistently criticized
federalism as a concession to fragmentation and “feudalism.” As historian
John Fitzgerald has cogently argued, the stress of Nationalist and
Communist leaders on political centralization was a consequence of their
identification of nation with state and, in turn, of state with party.®' Both
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parties took inspiration from the same Marxist-Leninist theories of “demo-
cratic centralism,” as well as the role of the party as the guardian and con-
troller of the state during the period of the dictatorship of the party, or, in
Leninist terminology, the dictatorship of the proletariat. Although the GMD
never used this Leninist terminology, it had adopted the idea of party
authoritarian supervision of government and nation during China’s trans-
formation from feudalism to a full-fledged modern republic. In this context,
the three stages of the Republican revolution devised by Sun—military,
tutelage, and democracy—required a role for the party very similar to that
envisioned by Lenin. The ideological foundations of this notion had its
roots in Sun Yat-sen’s 1924 idea of “partyfying the masses” (i.e., transform-
ing the masses into party members), which he perceived as a way to bring
the entire society under the unifying umbrella of the ideology expressed in
his Three People’s Principles (sanmin zhuyi) and to achieve the ultimate
unity between party and nation.* This was part of his vision of “governing
the state, and nation, through the party” (yi dang zhi guo), or, rather, as in a
later formulation, his vision that he would “build the nation through the
party” (yi dang jian guo).3

In fact, federalism was not incompatible with the establishment of a uni-
fied Chinese nation, as Nationalist and Communist intellectuals argued,
but as Fitzgerald highlights, federalism represented “an alternative reading
of national unity.”* Chen Jiongming, the warlord of Guangdong and one
of the most prominent leaders of the federalist movement,* was concerned
as much as Chen Gongbo and Wang Jingwei with national unity and per-
ceived China’s domestic political struggle as the cause of foreign impe-
rialist aggression. In 1932, at the time of the Manchuria and Shanghai crises,
he wrote, “We know there is no other way to save the country than by unit-
ing the 400 million people of the five major ethnic groups. . .. When there is
rebellion within a country, foreign aggression will follow.”3® He had, how-
ever, a different idea of what constituted national unity. While he favored
the elimination of local armies as well as the establishment of a system of
open governmental finance to combat corruption—both goals very much
supported by Chen Gongbo and Wang Jingwei and the majority of civilian
reformers in the GMD—his plan for national salvation included abandon-
ing the GMD’s one-party rule and establishing a federal government
“based on the democratic principles of federalism.” He advocated “ridding
[the Chinese people] of totalitarian rule, and constructing a new nation
based on the principles of democracy.”®” The debate over federalism was,
above all, a debate over the role of state, party, and social groups in the
country’s political and economic life. Most supporters of federalism
perceived it as a political system that would ensure the participation of
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elites in local government. “Guangdong people rule Guangdong” (yue ren
zhi yue) advocated Chen Jiongming, who had inspired Zhang Tingfei’s
remarks on division and reaction.® Chen Jiongming’s statement implied a
conception of a modern Chinese state that was deeply different from Chen
Gongbo’s because it included local political, economic, and financial auton-
omy. As an example he advocated fiscal reform that included “separat[ing]
the finance of the central and local governments.”® This view went di-
rectly against Chen Gongbo’s idea that a modern economy should form
an “economic unit.”

For Chen Gongbo the unity of the minzu economy was not just a matter
of geographical and administrative centralization. It also needed to be the
expression of a unified socioeconomic alliance, which was to form the
social foundation of the new Chinese nation. This attempt at creating an
alliance with social groups in society, finding a social base for political
legitimacy, and defining the social composition of the modern nation had
already characterized the political life of the GMD in Guangdong, as poi-
gnantly described by historian Michael Tsin in his study of the Nationalist
rule in Guangdong in the years 1900 to 1927.%° This task became an even
greater imperative in Nanjing when the GMD had finally risen to the status
of national government.

It was in the context of defining the GMD social base that Chen, in his
attempt to distinguish his ideas from Jiang’s conservatism while at the
same time distancing himself from the Communists, came to share the
political ambiguity of interwar fascism. His persistent revolutionary rheto-
ric, his invocation of Marxist-Leninist ideas, and his denial of class struggle
resonated with the fascist intellectual trends that were sweeping through-
out Europe at the time.

Mapping the Minzu Economy: The Socioeconomic and Revolutionary
Base of the GMD

Chen Gongbo began to formulate the idea of a minzu socioeconomic
alliance during the crisis experienced by the GMD Left (as the Wang polit-
ical group was called at the time) after Jiang Jieshi’s abrupt and bloody 1927
attack on the Communists and the GMD’s mass-organization activities. At
that time, the members of the GMD Left experienced a deep identity crisis,
instigating a heated debate on the political nature of the two parties, CCP
and GMD, and their role in the Chinese revolution. Opposing Jiang’s
attempt to curtail anti-imperialism and mass movements from party and
government, Wang Jingwei argued that they were actually essential for
keeping alive the GMD's political character as established by Sun Yat-sen.
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This disagreement with Jiang also focused on the social base of the GMD.
Wang opposed Jiang’s and Hu Hanmin’s idea that the GMD represented
the entire Chinese population but criticized the Communists because they
targeted their mass movement only at the proletariat for the purpose of
instigating class struggle. The GMD, instead, Wang argued, represented all
the masses that were oppressed by “warlords and bureaucrats.” Wang thus
avoided recognizing the concept of class struggle while maintaining the
idea of the exploitation of the masses.*! Chen was not ready to accept
Wang'’s formula, which he argued was too inclusive and condemned class
struggle.#2

In his 1927 What Does the Guomindang Represent? (Zhongguo Guomindang
suodaibiao de shi shenme?), Chen argued that the GMD’s political base rested
on China’s revolutionary classes, which included the peasantry, the work-
ing class, and the petite bourgeoisie but excluded the high bourgeoisie.
Answering the criticism of a certain Jing Pu, who asserted that class conflict
did not exist in China, Chen insisted that classes and class struggle did exist
and that the weakness of the GMD to date had been the product of its fail-
ure to achieve sufficient class consciousness to take a proper stand in this
class struggle.®? To further strengthen his argument in favor of the socialist
revolutionary nature of the GMD leadership, Chen reminded his readers
that the aim of the Nationalist revolution, as stated by Sun Yat-sen, was not
to establish a capitalist state but rather to prevent the rise of the bour-
geoisie. More specifically, the goals of the Nationalist revolution were, ac-
cording to Chen, not only anti-imperialism but also the realization of the
Principle of People’s Livelihood (minsheng zhuyi). The latter was ultimately
a socialist goal, which implied state intervention, restriction of private cap-
ital, and the building of state capital.* These were traits of the Nationalist
revolution that were not in agreement with the interests of the high bour-
geoisie and that thereby excluded the possibility of alliance. Chen thus
attempted to restore a class dimension to Wang’s vague formulation and
preserve, to a degree, the revolutionary credentials of the GMD Left.

It was not enough for Chen to distance himself from the conservative
leaders of the party. He also needed to differentiate his group from the cur-
rent Communist political line. Because Chen wanted both to preserve the
principle of class struggle and to give priority to Nationalist goals, he came
to so qualify class struggle as to make it meaningless. He argued that while
class struggle did exist in China, it was not of the “so-called scientific” kind
(suowei kexue zhuyi de jieji douzheng) touted by the Marxists because, in
China, industrialization had not yet occurred and the industrial high bour-
geoisie was still underdeveloped.® For these reasons, China’s situation was
characterized only by a random class struggle (shehui jieji de hunzheng). By
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using the idea of “random” class struggle, Chen wanted to maintain a
degree of revolutionary rhetoric while removing class struggle from the
focal point of his political program.

This view of “random class struggle” was first developed by Sun Yat-sen
as one of the main ideas in support of his Principle of People’s Livelihood.
At the time of its formulation in 1924, Sun had been facing a problem sim-
ilar to Chen’s. He was caught between, on the one hand, his Soviet allies’
wish for the GMD to collaborate with the CCP and present at least a facade
of socialist commitment and, on the other hand, his own desire to give pri-
ority to national political and social unity.* He thus declared his Principle
of People’s Livelihood to be a definitively socialist goal. At the same time,
however, he argued that class struggle was not, as Marx had argued, a nec-
essary tool of historical change, crucial for the passage from one politico-
economic stage to another. It was instead a disease that could occur in times
of change. The occurrence of class struggle was the result of a lack of inter-
vention on the part of states which had failed to supervise their countries’
political and economic transitions appropriately. The transformation of
a country from rural to industrial and from industrial to Socialist, Sun
argued, could be achieved without passing through this painful stage. In
China, for example, industrialization had not yet taken place and the bour-
geoisie was not significantly developed. Therefore, China was experiencing
only a “random” class struggle. Under these circumstances, the GMD, com-
mitted to the creation of a socialist society, would be able to supervise the
transition to socialism (as embodied in the Principle of People’s Livelihood)
and to ensure its smooth and nonviolent success while actually promoting
solidarity among social groups.*’ The idea of random class struggle and of
the importance of class struggle in China’s political development became a
central issue of the Nationalist political discourse and the focus of heated
controversies. Chen Gongbo’s 1927 interpretation came to symbolize
the position of the GMD Left and was embraced by other leaders of the
Wang group.®

Chen and Sun had found themselves in the same difficult position as the
European Fascist intellectuals who had tried to maintain the revolutionary
nature of socialism while pursuing nationalist goals. The prominent Italian
economist and official of the Fascist regime Felice Guarnieri, for example,
attempted to solve the same ideological contradiction. His stated goal was
to find “a fundamental solidarity of interests between capital and workers
without, for this reason, confining class struggle to ‘the old rusty tools of
history.””# As a former socialist leader who came to embrace fascism, the
Frenchman Jean Allemane stated in 1919 that the Fascists “have the duty of
enlightening the working class concerning its real interests and showing it
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that they are identical with those of the nation.”> The ideological acrobat-
ics of Sun and Chen in this area, therefore, were not the result of a lack
of political sophistication. Rather, they were a reaction to a dilemma
faced by many other leaders around the world who, concerned with
modernity and national power, adopted socialist modernity to realize their
nationalist goals.

Having played down the class issue, Chen proceeded to further
de-demonize the Chinese high bourgeoisie by applying the distinction
the CCP had used at the time of the First United Front. He divided the
bourgeois elements into two groups along Nationalist lines: those who
supported foreign imperialism and those who did not.>' The “national
[minzu] bourgeoisie” opposed imperialism. It thus participated in the
nationalist revolution and should be part of the GMD class base. Those
groups in the high bourgeoisie who collaborated with imperialism hin-
dered the revolution and should not be included in the GMD'’s class
base.’? A Chinese cotton mill owner could either be or not be included
among the ranks of the minzu bourgeoisie depending on whether he col-
laborated with Japanese bankers and entrepreneurs. If he did not, Chen
considered him as contributing to the development of a minzu economy
and thus to China’s nation building. In that case, although belonging to
the high bourgeoisie, his interests coincided with those of the Nationalist
revolution. Because Chen’s idea of nation was based on economic evolu-
tionary determinism rather than on socioeconomic relationships between
classes, the building of Chinese capital, whether state or private, always
carried nationalist significance, as long as it was “national” in its owner-
ship and nationalist in its goals.?® These random bourgeois elements, even
if allowed to survive because of the national(ist) (minzu) nature of their
work, would not pose a threat to China’s future, because, Chen argued,
the GMD’s rule would prevent them from developing into a full-fledged
high-bourgeois class. Here too, the centralized party state was critical.
In a manner reminiscent of the Leninist idea of the “dictatorship of the
proletariat,” the party would lead the country’s transformation into an
industrialized nation in a “greenhouse” artificial environment. The idea
of the nature and duties of the modern state was borrowed from socialist
and communist theories but, as in European fascism, was made to work
in favor of a nationalist agenda.

Chen’s redemption of minzu capital and bourgeois elements testifies to
how far he had come since his earlier writings on imperialism in China. In
1924, although he had already abandoned his affiliation with the CCP,
Chen’s analysis of China’s predicament vis-a-vis imperialism closely
echoed the manifesto of the CCP. At that time Chen was at Columbia
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University writing his master’s thesis on the communist movement in
China, in which he stated,

[Since the Opium War,] during eighty years of increasing foreign power,
China has become a de facto colony of stronger nations. . . . Foreign capital-
ists also occupy many mines, they have established factories in Shanghai
and Tientsin [Tianjin], and drive the Chinese workers with whips in the
mines and factories as their productive slaves. . .. One of the disastrous
effects is the rise in the cost of living. Three hundred millions of peasants
tend to become paupers, tens of millions of handicraftsmen gradually

become the proletariat.>*

By 1927 Chen had softened his position, avoiding mention of exploitation
of the proletariat and shifting his focus to nationalist goals, thus paving the
way for the formulation of the plan adopted by the Wang-Jiang coalition in
1932. His idea of a minzu socioeconomic alliance, although still echoing rev-
olutionary themes, replaced the proletariat with the nation as the main
revolutionary category.

This shift, from proletariat to nation, was particularly successful in those
countries, such as Germany, Italy, and China, that felt threatened by neigh-
boring nations. In Germany Hitler exploited the common feeling that the
Treaty of Versailles was the result of French and English hostility against
Germany and that these two countries continued to try to keep Germany
weak. The payment of war indemnity, the demilitarization imposed on
Germany at Versailles, and finally the French and Belgian invasion of the
Ruhr in 1923 fed the growing revanchist feelings in the country and helped
Hitler’s ascent to power.”® In Italy Mussolini also used the feeling of inter-
national injustice to foment nationalism among the Italians. The themes of
the defeat at Caporetto during World War II and of the recovery of
Fiume—a prosperous city of the Austro-Hungarian Empire that, despite
its vicinity to the new 1914 Italian border, had been left to Austria at
Versailles—were very much at the center of national public attention.
Especially after the spectacular short-lived takeover of the city by Gabriele
D’Annunzio on September 12, 1919, Fiume became a symbol of Italian
Fascist revanchism.

In China, the crescendo of Japanese aggression (a much more threaten-
ing reality than the loss of Fiume was for Italy) imposed national priorities
on the country’s political life at the expense of issues of social justice
and class struggle. Wang’s and Chen’s defensive (anti-imperialist) nation-
alism, even if not revanchist nationalism (the survival of the nation as a
whole increasingly appeared more urgent than the return of Manchuria to
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China), became, with national unity, the most important goal and found its
expression in the autarkic nature of their plan for developing China’s minzu
economy.

Moving toward Autarky: The Four Great Necessities of the People

As for the idea of minzu economy as a whole, its autarkic nature was the
result of a complex elaboration of current trends, both international and
more specifically Chinese. With “more specifically Chinese” I also refer to
notions that had already gone through a process of assimilation and adap-
tation to Western trends but had become highly integrated in Chinese dis-
course. By the 1930s, arguably the years of greatest internationalization of
China’s political life until the 1990s, it was impossible to define a trend as
completely Chinese in its essence. This was the case with one of the main
tropes used by Chen Gongbo to make his case for autarky: the Four Great
Necessities of the People (minsheng sida xuyao)—food, clothing, shelter, and
means of travel (shi, yi, zhu, xing).

A firm believer in the importance of Sun Yat-sen’s thought as a source of
political legitimacy and inspiration for Nationalist reforms, Chen once
again returned to one of the main ideas of Sun’s Principle of People’s
Livelihood. In this principle Sun had placed the welfare of the people at the
very core of nation building, an argument he reiterated in his Fundamentals
of National Reconstruction (Jianguo dagang):

The primary requisite of reconstruction lies in the people(s) livelihood
[minsheng]. In reference to the four great necessities of the people—food,
clothing, shelter and means of travel [shi, yi, zhu, xing]—the government
should, in cooperation with the people, strive to develop agriculture to
feed them; to develop the textile industry to meet their clothing require-
ments; to work out a large-scale housing project to furnish them with bet-
ter living quarters; to improve and construct roads and canals to facilitate

their traveling.%”

Sun had borrowed classical images of the four basic economic functions of
Chinese society and of the paternalistic responsibilities of traditional gov-
ernment to explain the duties of a Socialist and interventionist state that
was very different from its pre-1911 predecessors. Because Sun had used
it in his political platform, the trope of the Four Great Necessities of the
People (food, clothing, shelter, and means of travel) became quite popular
in 1930s China and became one of the tropes of political legitimacy favored
by the Nationalists. Wang Jingwei echoed Sun in arguing that the goal of
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reconstruction was the building of a society and economy in which the
Chinese people would live happily in peace and have their needs for cloth-
ing, food, living conditions, and travel satisfied.®

Chen also relied on this trope, although he adroitly modernized Sun Yat-
sen’s idea by substituting consumption (yong) for means of transportation
(xing)—a more fitting combination for an autarkic plan focusing on scar-
city of supplies and the people’s need for consumption. Chen took the no-
tion of the Four Great Necessities of the People one step further and linked
it to national defense rather than to domestic prosperity and stability. In
this way, he took a formula that Sun had used mostly to express the GMD’s
concern for socioeconomic justice (the Four Great Necessities of the Peo-
ple were the foundation of the Principle of People’s Livelihood) and used it
to legitimize autarkic policies. China’s growing economic dependency on
Japan became, for Chen, a direct threat to the Four Great Necessities of the
People, and hence a threat to the basic subsistence of the Chinese people
and the survival of the nation.®® According to his data, Chen explained,
China spent more than 736, 509, 911 custom taels (approximately 47, 5167,
684. 51 Chinese silver dollars)® buying basic products, such as oil, cotton,
rice, cereals, and wood. This showed that China was growing increasingly
dependent on foreigners for its own subsistence. Foreign imperialism was
gnawing at the very foundation of the country (guoben), leading it to its
destruction. “Let’s just look at the fact that we depend on foreign people for
clothes, food, housing, and consumption [yi, shi, zhu, yong]. ... How can a
nationality [minzu] support its life [zihuo] in such a situation?”6!

Chen used this trope to create a powerful image, evocative of national
disaster. Sun had built his Four Great Necessities of the People on classical
economic ideas, especially the notion of “state finance and people’s liveli-
hood” (guoji minsheng) and China’s basic economic functions traditionally
identified as the economic foundation (guoben) of China. According to the
political theory of the Mandate of Heaven,®> when the guoben was shaken,
the entire country would experience a period of misery and destruction.
Chen’s suggestion that China had already reached the point of losing con-
trol over its basic needs, leaving them in the hands of foreigners, effectively
conveyed a sense of China’s extreme weakness and the urgency of the
national question. Chen thus tapped the traditional discourse on the econ-
omy and national (or, rather, imperial) crisis while also directly referring to
Sun’s Principle of People’s Livelihood as his source of political legitimacy.
The basic economic functions that allowed the Chinese people to survive
were in danger. The imperialist threat reached directly to the lifeblood of
the nation. The only way to overcome this crisis, Chen argued, was to adopt
autarkic policies aimed at making China self-reliant and breaking its
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dependency on Japan. In this way China could regain control over its
resources and ensure the survival of its people. If this was not accom-
plished, Chen warned, China would perish. “Let’s close our eyes and think.
In case something happened to China, isn’t it the case that we would have
no alternative but to wait for death?”®

Chen’s autarkic plan found confirmation in the usually more cautious
statements of Wang. Wang reiterated the idea that the goods needed for the
fulfillment of the people’s basic needs were at the core of national defense
and, for this reason, needed to be controlled by the Chinese state. He
bemoaned the harmful effects of increasing imports, which were disrupting
China’s economic productive forces and creating a serious emergency that
could be solved only by state regulation. He thus advocated the “estab-
lishment of some control over foodstuffs and other raw materials.”
“Centralized food control,” he claimed, discussing China’s wheat produc-
tion, “is closely related to the solution of questions relating to the present
harmful effect of foreign wheat imports on the native wheat market.”®*

Jiang Jieshi also utilized the trope of the Four Great Necessities of the
People, defining it as the most important aspect of China’s own “inde-
pendent” economic thought.®® Like Chen, Jiang also linked the idea of
People’s Livelihood to national defense: “National plans for the support of
the people are plans for the People’s Livelihood. But since this livelihood
must also be protected, plans for livelihood become plans for the national
defense.”® The similar rhetoric, however, cannot blind us to the marked dif-
ferences between the two leaders. Jiang thought in terms of militarization
of the economy. He supported his view by revisiting what he described as
one of the most positive characteristics of China’s “independent” economic
thought: a practice started by Guan Zhong, prime minister of the state
of Qi from 685 to 643 BC. Jiang argued that Guan’s most famous policy
was the conscription of farmers. Jiang explained that Guan’s “policy was to
organize the farmers and give them military training, and by this means he
made the entire population of Ch’i [Qi] potential soldiers. The People’s
Livelihood and national defense were thus provided for simultaneously.”®”
This strategy was so successful, Jiang pointed out, that Qi eventually con-
quered all the other rival states.

Jiang’s predilection for stressing historical continuity and tradition
differed from Chen’s rhetoric. Chen never invoked proofs of an alleged
Chinese essence or unchangeable characteristics in support of his policies.
His reliance on the past went only as far back as Sun Yat-sen, whom he con-
sidered the source of political legitimacy for the GMD and the nation as a
whole. Chen actually strove to sound consistently revolutionary, in spite of
the increasingly conservative nature of his thought. On the other hand,
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Jiang invoked traditional values in support of a plan that was inspired by
very modern ideas of military totalitarianism. Differences between the
Jiang and the Wang group could not have run deeper, although their
opposing political lines could both be traced back to Sun Yat-sen and, as
stated before, to the ambiguity of the political legacy he left to the GMD
after the 1924 reorganization. In a wider context, both political lines also
reflected contemporary global antiliberal trends. The three leaders—Wang,
Chen, and Jiang—agreed on autarky and were all equally responsible for
the government’s abandonment of the mercantilist policies that had
inspired the Self-Strengthening reforms.

From Self-Strengthening to Autarky

Under the growing pressure of foreign imperialism, influential Chinese
intellectuals and officials of the late Qing period, such as Zheng Guanying,
identified the strength of the West with its economic power. Borrowing the
example of Great Britain’s colonization of India, Zheng argued that the
English built their empire through commerce and used military force only
to protect it. For this reason, he argued, China had now to face a new state
of affairs and adapt to the ways of the system in which it was integrated.
This system was characterized by international exchange and commerce, in
which each country focused only on gaining profits, based their power on
trade, and used their armies to protect it.®® Zheng believed that in this situ-
ation China had to engage in a trade war (shangzhan) with the West as the
only effective way to resist imperialism. The goal was to reverse China’s
unfavorable balance of trade, which he perceived as the key to the coun-
try’s weakness.” Late Qing official Ma Jianzhong (1845-1900) was the first
to include this Self-Strengthening approach within a systematic mercan-
tilist theory. Ma linked domestic aspects of the Chinese economy to its bal-
ance of trade. Introducing the idea of a monetary standard, he suggested
that China unify its currency system and adopt the gold standard in order
to harmonize with the rest of the world and help China’s commerce.”®
These Self-Strengthening mercantilist strategies were reflected in the
direction taken by the plethora of reconstruction projects initiated at the
local level at that time. Many local governments promoted the manu-
facturing of goods destined for export in an effort to redress their unfavor-
able balance of trade.” This approach rested on the assumption that China
was part of a system of free trade, as Zheng Guanying had pointed out. It
soon became clear, however, that that was not really the case. Because of
the Unequal Treaties—a series of treaties imposed on China by Western
powers and Japan, which aimed to open the country to foreign economic
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interests—the Chinese government was unable to control customs duties,
foreign enterprises within its territory, and large portions of its own taxa-
tion system, all essential elements for carrying out protectionist action
against foreign powers. Although when pressing China to open its door to
foreign goods, the foreign powers had rhetorically touted the “civilized”
and “progressive” nature of international free trade, they had not played by
these rules. Instead, they had imposed severe limitations on China’s abil-
ity to act in the international market on an equal footing. Moreover, the
Chinese government embraced the basic policies of the international free-
exchange market system just when that very system was showing signs of
crisis. Protectionist barriers went up all around Europe and the United
States as early as the years before World War 1.72 Sun Yat-sen reacted to this
situation. Following these new protectionist trends, he argued that the
modernization of China required the end of cosmopolitanism and the free-
trade regime because they served the interests only of the most productive
economies. They suited economies in expansion, such as those of Great
Britain and the United States, but did not suit China.”®

As historian Karl Polanyi argues, the dissolution of the world economic
system—its transformation from a free-exchange system to a system of
autarkic units—had been in progress since 1900 and was responsible for the
explosion of World War I in 1914.7# In the 1930s, however, the common per-
ception was that the Great War had taught a fundamental lesson: national
power rested in a country’s ability to control natural resources in order to
keep its productive apparatus working and feed its population in times of
war and peace. Felice Guarnieri, the architect of Italy’s autarkic policies,
argued that autarky sprang from “the need to be self-sufficient” (bastare a
noi stessi) and from the need to “ask the state to set up the appropriate
defensive measures aimed at ensuring the country full economic inde-
pendence.”” Based on this perception, a new wave of colonial expansion
emerged, led by countries like Germany, Italy, and Japan that perceived
direct control over natural resources and markets to be vital not only for
the expansion of their industrial economies but also for national survival,
since importation of supplies could suddenly be interrupted by unfriendly
nations.

Along with many mainstream thinkers of the day, Chen also believed in
the lesson taught by the war and noticed its influence on the world econ-
omy. “In Europe during the war, regardless of how many soldiers the Soviet
Union was able to rely on or how powerful Germany’s offensive apparatus
was, the Soviet Union ended up with a revolution and Germany was
defeated. ... In reality the outcome [of the war] was still due to the fact that
the Soviet Union and Germany did not have enough grain.””® In his article
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“An Independent Economic Control System” (“Geju de tongzhi jingji”)
published in September 1934, Chen argued again, “During the European
war, defeated Germany, as well as the victorious powers, all deeply felt the
lack of raw materials. ... It is for this reason that after the war they all
sought national autarky [zizu]. ... This so-called national autarky means
that, regardless of whether in war or in peace, all the goods needed must
not be sought abroad.”””

In China protectionist trends became more acute with the expansion of
the Great Depression, which began to be severely felt in China by 1932.
China’s strongest industries, such as silk and tea, which relied heavily on
exports, suddenly lost most of their markets in the West while also losing
the opportunity to expand in East and Southeast Asia because of Japan’s
growing influence in the region. At the same time, China’s economy
was gradually being forced into a bilateral trade relationship with Japan
that resembled the trade relations between many colonized, or satellite,
countries and other imperialist powers around the world.”® Aiming at
building an autarkic empire, Japan wanted to pull China into its regional
“Co-prosperity Sphere,” in which China, together with Korea and Taiwan,
would serve both as markets for Japanese manufactures and as suppliers of
raw materials in support of Japan’s industrial production. From the turn of
the twentieth century the Japanese government was actively involved in
promoting and supporting Japanese firms in their trade with China by
means of special loans and the easing of foreign exchange regulations. As
Peter Duus has argued, “From the 1890s onward, the Japanese government
made a concerted effort to promote the growth of the China trade as part of
a larger policy of expanding Japanese exports in world markets.””” In 1898
Ito Hirobumi stated: “Among the other countries confronting our own,
there is none that surpasses us in proximity to China, in close access to its
ports, and in convenience of navigation. It must be said that our country
occupies the best position with respect to the China trade. If we take good
advantage of the position to carry on trade, it will not be at all difficult to
make our country the central source of supply of goods for all ports both in
the north and south of China.”® The volume of Japan’s China trade, which
surpassed trade with its formal colonies, testifies to Japan’s interest in
China as a privileged market and supplier of raw materials. By the 1930s
Japan was relying heavily on China to feed Japanese markets and its indus-
tries” hunger for raw materials.®! The fear of many Chinese that Japan’s
plans were to “industrialize Japan and agriculturalize China” (gongye riben,
nongye zhongguo) was certainly not unjustified.®?

Although China had experienced imperialism before, Japan imposed a
different kind of economic stranglehold. While other foreign powers, such
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as Great Britain and France, had been happy to control China’s tariffs and
open up access to its markets and resources, they never aimed at confining
China into one economic sphere and subordinating its economy to that of a
colonial metropole. Although Japan was not seeking the outright coloniza-
tion of the Chinese mainland, the level of economic control it sought was
colonial in all senses.®® In this environment, Chen became aware that the
international economic environment had changed deeply. At the same time,
like most other Chinese leaders and intellectuals, he could not refrain from
interpreting the new situation as a development of the colonial trends ini-
tiated in East Asia in the previous century. Chen believed that what China
was facing at the moment was a more acute version of the struggle that
began with the Opium War3! The world, Chen argued, had come to be
divided into two groups of countries: the powerful, that is, the countries
that relied on autarkic and controlled economies (nationalist economies),
and the weak, that is, dependent economies that were not autarkic and con-
sequently fell victim to imperialist powers. “Since World War I, autarkic
policies have become a creed in every country, and petty nationalist
economies [xiayi de guojia zhuyi jingji] have reached their height. Under
these circumstances, those countries that still adopt a free economy will
inevitably become the victims of the economies of petty nationalist [xiayi de
minzu zhuyi] countries.”®

In this passage, Chen used terminology that had developed in China
since the late nineteenth century, when Liang Qichao had criticized Han
(anti-Manchu) nationalism, which he called petty nationalism (xiaominzhu
zhuyi), for being narrowly linked to the idea of race. Against this petty
nationalism, Liang advocated a great nationalism (daminzu zhuyi), which
would be based on the notion of a cosmopolitan China in which non-Han
people also had a place.® Liang’s position on issues of race, however,
remained ambiguous and complicated, and his thought was not always
faithful to the idea of great nationalism.” It was Liang’s attempt to distin-
guish between positive and negative forms of nationalism that was echoed
in the writings of later intellectuals, including Chen. In revisiting Liang’s
differentiation, Chen abandoned the idea of race adopted by Liang and
argued that petty nationalism (xiayi minzu zhuyi) was an economically
defined aggressive nationalism that motivated imperialist countries to
infringe upon the autonomy of other countries. That race also played a role
in the German and Japanese imperial discourse was so marginal for Chen
that he never discussed it.

Wang and Chen felt that in this hostile international environment,
marked by the rise of “petty nationalisms,” China was in danger of becom-
ing completely dependent on Japan and even colonized outright. There
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was now a struggle between China and Japan over who would control
China’s resources. If China lost, Japan would employ China’s own
resources to build its strength and use this newly found strength to colonize
China. If instead China won, Japan would become weaker and China
stronger, reversing the unbalanced power relationship between the two
neighbors.

Wang and Chen were aware of the growing military component of
Japanese aggression. Yet, in keeping with their commitment to economic
strengthening as the key to national independence, they rarely expounded
on the development of the Chinese military. We can speculate that they did
not need to worry on this point since Jiang was already attempting to
monopolize most of the resources of the Nanjing government in support of
the development of the military. They also probably feared that advocating
any kind of military buildup would inevitably reinforce Jiang’s position in
the government. In addition, Wang, more than Chen, continued to believe
in the efficacy of international mechanisms of collective security (jiti an-
quan), embodied in the League of Nations. In 1932, when the Wang-Jiang
cabinet was established, the League was still intent on investigating the
Japanese presence in Manchuria, and the Chinese trusted that the League
would decide in their favor. Even as late as 1937, in spite of the League’s
failure to check Japan’s expansion into Manchuria and restore the region to
China, Wang was still arguing that China needed to trust the League.
During the time he spent in Europe, Wang claimed, he had come to the real-
ization that, although the system had its weaknesses, it was still the only
way to preserve peace worldwide. Wang assured his readers that this feel-
ing was shared by most of the European nations. They, Wang explained,
realized that the problem with the League lay not with the system itself but
with its member nations, which had not been willing to make the appro-
priate effort to yield power to the League. Wang had pinpointed the
League’s major problem: its inability to gain authority over the national
states that were its members. He remained blind, however, to the serious-
ness of this limitation and insisted that it was now the moment to make the
system work and avoid war at all costs. Nations should prepare for war, he
argued, but only as a deterrent, as a way to discourage unwanted aggres-
sion: “Working energetically to prepare for war and supporting the collec-
tive security system are two tasks that have to be carried out at the same
time. They seem to be in contradiction, but in reality they are consistent
with each other.” The Nanjing government, therefore, should “work hard
to construct China into a modern nation” and resume working through
diplomatic channels to solve its international problem. “This policy is the
path that we must follow to save China.”

45



46

Chapter One

National economic reconstruction thus remained for Wang and Chen
the only effective weapon for national unification and resistance against
Japanese imperialism, two goals they perceived as the essence of China’s
modern nationhood. Both goals could be achieved only through an incisive
and far-reaching state intervention at all levels of the economy. At that time,
however, the Nanjing government was far from being able to perform such
a task, as Chen and Wang were fully aware. It was for this reason that their
plan included one more requirement: the adoption of a controlled economy
(tongzhi jingji). As Chen explained, “Economic control makes a nationality
an economic unit. For this reason if we discard the nation, it is not even
possible to talk of economic control.”® And again, in “An Independent
Economic Control System,” he expounded, “Economic control comes from
policies of national autarky. It comes from basic national [minzu] survival.
If we abandon the nation [guojia] and nationality we cannot even dis-
cuss economic control. . . . Economic control is the means for a nation or a
nationality to reach autarky.”®® Supporting a controlled economy, Wang
echoed: “Talking of national emergencies, none is more serious than our
economic emergency. But if the economic situation is brought under cen-
tralized control, and the agricultural, industrial, and commercial enterpri-
ses of the country readjusted, then most of our economic problems can
be solved.”?!

Toward Economic Control

As in the case of Chen Gongbo, many leaders around the world closely
related autarky to the expansion of both agriculture and industry since
domestic production had to be sufficient to meet all the needs of the nation.
This need, in turn, justified the government’s intervention in the economy
for the sake of the ultimate mission of national survival.”? Paradoxically, the
rise of autarkic markets created a crisis in the domestic economy of many
countries, requiring their governments to adopt new development policies.
A country that was unable to rely on imports and exports needed central-
ized management of the economy to regulate demand and production,
boost production of those goods that were needed for economic develop-
ment but not naturally developing in the country, adjust customs duties,
and regulate taxation. Although Chen appeared to consider these recent
autarkic developments as a deterioration of the international system, he
argued that it was absolutely necessary for China to adapt to them. It was
not, he argued, an ideal state of affairs, being actually the result of petty
nationalist movements around the world. Adapting to these changes was,
however, a matter of life or death for China. Not doing so would amount to
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“virtual suicide.” Identifying World War I as the crucible of the political
and economic changes that were sweeping the world, Chen wrote:

When the [Versailles] peace conference opened, all countries focused on
economic recovery. Other problems such as demobilization, paying back
war debts, . . ., were all related to [economic] recovery. If a country wanted
to recover [its economy] it had no other choice but [to increase] produc-
tion. . .. At that time the policy of economic control did not exist because
there was no need for it. But later the policy of autarky [zizu] brought
about a series of economic crises. A country which wanted to repay its
debts or force production of those goods that [it needed for self-sufficiency
but] were not naturally developing had to raise a protective wall of cus-
toms duties. Goods from abroad could not enter the country and the spirit
of [liberal economic] harmonization was already lost. At the same time
domestic goods could not leave the country, leading to an unsound situa-
tion. Factories were forced to close down, workers lost their jobs, the econ-
omy stagnated, purchasing power dropped, prices kept falling while life
became increasingly difficult. . . . Production limitations and customs wars
are remedies to the problems created by postwar autarkic policies. Since
national autarky policies are in vogue, it has been discovered that laissez-
faire policies not only endanger and harm industries but also shake the
foundations of a country [guoben]. If a government cannot make an overall
plan balancing production and demand, we cannot even discuss autarky.
The result would be a virtual suicide. These are the origins of economic

control.”

Chen argued that economic control was needed even more in China than in
other countries. In fact, overall productivity was so low that China, far from
reaching self-sufficiency and becoming a modern nation, was increasingly
at the mercy of foreign powers. “China is threatened by foreign countries
but it does not have any defense worth talking about. It has not even started
a defense industry. . .. No doubt this state of affairs is not enough to rank
as a modern nation [jindai guojua], and we cannot even discuss conditions
for survival. This is why . . . T advocate economic control.” For this reason,
Chen argued, autarky had to be the first goal of China’s nation building,
while economic control was the urgently needed means for achieving it.
“So-called nation building [liguo] means survival; the most reliable means
for survival is, definitely, autarky. . . . If we want to reach this goal, I cannot
see any better way than adopting the policy of economic control.”

The idea of a controlled economy was popular worldwide in the inter-
war years. It implied a high level of centralization under the leadership of
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the government, which planned economic development strategies and
implemented them down to the level of grassroots economic activities. The
idea was originally inspired by Marxist economics, but it had also been
employed, to a limited degree, by anticommunist regimes during the war
effort and while they were attempting to lead their countries out of the
1930s Great Depression. This was the case in the United States, where
President Franklin Delano Roosevelt, inspired by the ideas of British econ-
omist John Maynard Keynes, began a series of new policies, known as the
New Deal, that placed the state at the head of economic enterprises aimed
at economic welfare and recovery. The New Deal was perceived by many as
smacking of socialism, although it simply empowered the state with a
higher level of economic initiative. Other anticommunist governments, such as
the German and the Italian, which were already hostile to liberalism and
liberal capitalism, embraced planned economy more overtly and to a fuller
extent. These governments, while hoping to maintain a free-market system,
wanted to be able to manipulate both producers and consumers and make
them pursue nationalist economic goals. These regimes distrusted classical
liberalism, which they came to perceive as unable to control the selfish inter-
ests of individuals. Like other fascist leaders, Mussolini believed that the
unregulated thirst for profit encouraged by capitalism was the main cause
of World War I. He also believed the liberal economy to have reached a
phase of “inhuman supercapitalism” in the years following the world war.
In this phase, private enterprises had become “inflated,” overstepping the
capacity of humans to produce and consume. So while in the earlier stages
of capitalism “it was spirit which controlled matter,” in the current situation
it was “matter which curbed and molded the spirit.”?® This “inhuman cap-
italism” relied, according to Mussolini, on unlimited consumption and on
standardization of products and consequently of human nature. Moreover,
supercapitalism needed to manipulate the state in order to survive since it
operated outside the framework of a balanced system of supply and
demand. For this reason, it was becoming increasingly influential over
the state, threatening to completely overtake it. Mussolini argued that,
if “undisciplined,” supercapitalism would transform itself into a type of
“state capitalism.” Therefore, he was absolutely convinced that the state
needed to intervene in every aspect of the economy. Individual interests
needed to be “disciplined” by the state and their energy channeled toward
the realization of the interests of the nation as a whole. As Mussolini stated,
this new form of economy was “no longer economy aiming at individual
profit, but economy concerned with collective interests.”?” It was on this
theoretical basis that Il Duce justified the establishment in Italy of a system
of dirigismo economico (economic dirigisme).
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Although China’s experience with capitalism was dramatically different
from that of Europe, the idea of “disciplining” capitalism resonated with the
Nationalist objective of preventing its full-fledged development (a policy
that was an integral part of Sun’s thought and of the idea of minzu econo-
my). Above all, however, the notion of controlled economy appealed to
Nationalist leaders and economists because of its nation-building and anti-
imperialist potential. Fang Xianting (also known as H. D. Fong), who was
a prominent economist and the director of research at the prestigious
Economic Institute of Nankai University and adviser to the Nationalist gov-
ernment, argued that “economic control, largely an offspring of the post-
war mal-adjustments within an erstwhile ‘cosmopolitan” economy, has
assumed an increasing importance in proportion to the progress of post-war
nationalism and, more specifically, fascism.”*® The authoritarian nature of
China’s economic institutions was justified, in Fang’s eyes, by the need to
reassert state power (economic and political control) at the expense of impe-
rialist forces and local clusters of “feudal” power. Thus, it was ultimately
nationalist goals that required the Chinese state to take upon itself the bur-
den of controlling the economy and leading China to independence.”

China’s departure from liberal political and economic ideas was also
noted by a second prominent economist of the Economic Institute, D. Z. Xu
(T. C. Hsu). In 1934 Xu observed that since the end of World War I Chinese
economic thought had shifted from the “laissez faire doctrine and individ-
ualistic theories of the 18th and 19th centuries” to Socialistic collectivism
and planned economy. This change, he commented, reflected changes in
the politico-economic thought of the West itself: “The Great War had totally
discredited the theory of individualism. With the success of the Bolshevik
revolution in Russia and the rise of Fascism in Italy, politics and economics
have become inseparable. A study of the postwar constitutions in Europe
will reveal the fact that all these constitutions embody a new politico-
economic doctrine of collectivism quite different from the old individual-
istic doctrine.”'® Bolshevik Russia and Fascist Italy, in the eyes of most
Chinese intellectuals, seemed to offer the same economic model, in which
the role of the individual was diminished to enable the state to exercise
more power and more control over society. By the 1930s most of the GMD’s
leaders had embraced the idea of economic control, including Minister of
Finance Song Ziwen, who was generally considered to be the staunchest
representative of private capitalism in China. Jiang Jieshi was also con-
vinced that this was the new direction in which the world was moving and
argued that free industrial and commercial competition in Europe and
America had ended—a change that was “particularly apparent after the
First World War.”10!
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Conclusion

Chen Gongbo’s idea of a minzu economy rested on tropes and themes that
constituted the basic elements of the Chinese discourse on the nation and
nation building in the 1930s and went beyond the boundaries of Nationalist
political and economic thought. They were, in fact, also fundamental to
Mao’s New Democracy political platform. The concept of minzu economy
was employed by different political groups for different political agendas.
In New Democracy, Mao Zedong used it to combine class struggle and anti-
imperialism, while Chen and Wang used it to express a unified socioeco-
nomic alliance. For both Chen and Wang, however, the economy was in-
trinsically linked to nationalist goals and, consequently, minzu in nature.
Because of their ubiquity in Communist rhetoric, such formulas as a minzu
socioeconomic alliance and People’s Livelihood (minsheng) have generally
been considered by historians to be mostly propaganda refrains devoid of
real political meaning. In prewar China, on the contrary, they offered a
common language for the conceptualization of crucial nation-building
issues and were the source of heated controversy.

The idea of a minzu economy, that is, an economy not compromised by
foreign imperialism, as opposed to a “comprador” economy (“comprador,”
maiban, was a negative term used at the time to identify merchants involved
with foreign economic interests), was so deeply rooted in the Chinese dis-
course on the modern nation that it is still used in Chinese historiography.
Post-Mao Chinese historiography uses this term to identify the portion of
the Chinese industrial economy of the late Qing and Republican years
that theoretically was not compromised by foreign imperialism. The minzu
industrial economy (the center of the 1930s idea of minzu economy) is
today identified with the origins of China’s modern economy and
nation.’2 Although Chinese historians generally rather formulaically crit-
icize it for its bourgeois nature, the minzu industrial economy emerges
today as the beginning of China’s economic modernization (the “sprouts”
of China’s industrial capitalism) and, as such, the origins of China’s
modern nation.!®

The minzu economy that formed the core of Chen’s plan for nation build-
ing and that was adopted by the Wang group borrowed creatively from
such common tropes as minzu and minsheng to gain political legitimacy.
Chen’s plan was, however, highly controversial because of its almost exclu-
sive focus on the economic foundations of the nation, its highly centralized
notion of economic development, and its reversal of prevailing mainstream
mercantilist practices. Chen’s and Wang's idea of minzu economy and their
decision to move toward autarky created a series of thorny problems,
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involving a redefinition of the revolutionary goals of the GMD and the
social base of the new nation, the organizational and interventionist capac-
ity of the state, and the relationship between central and local government
(centralization versus federalism).

Although the formula for economic nation building promulgated by
Chen and Wang appeared, at first glance, rather simplistic and highly
rhetorical, its realization actually required important choices for the new
cabinet. It was mostly the conceptual categories used to express it that were
alien to Western observers. As Philip Jaffe, a commentator on Jiang Jieshi’s
China’s Destiny and Chinese Economic Theory, lamented: “This is an example
of the unscientific and inexact reasoning that characterizes this book. . . . [It]
can hardly be regarded as the product of scholarly or scientific analysis.”1*
The same kind of criticism was directed against most of the Chinese eco-
nomic and political writings of this period. Although Jiang’s writings, as
well as those of most Chinese political leaders, including Wang and Chen,
were often aimed at political, rather than “scientific,” goals, thus deserving
in part these kinds of criticism, these negative reactions represent a failure
to understand tropes and language that differed from those prevailing
in the United States and many European countries. The attempt to find
sources of legitimacy that were both universally modern and yet transmit-
table within the Chinese political rhetoric of the time often led to images
that obscured the real nature of the issues at hand. In practice, however,
Chen’s and Wang’s writings were not just exercises in rhetoric. The defini-
tion of the nation’s socioeconomic basis (minzu jingji) and goals (national
unification and autarky) determined the shape and direction of the reforms
carried out by the Wang-Jiang cabinet, as well as the strategy they offered
for solving crucial problems.
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CHAPTER 2

The Rural Question: Identity, Modernity, and Peasants
in China’s Industrial Development

The autarkic nature of the minzu economy proposed by Wang
Jingwei and Chen Gongbo touched on one of the major controver-
sies in the Chinese discourse on the nation: the role of the rural econ-
omy and of the peasants in China’s modernization. Developing an
autarkic industrial system required a remapping of the economic
landscape of the country and a rearrangement of its hierarchies. The
coastal industrial economy would be forced to look inward to the
rural hinterland for supplies of raw materials and markets, revers-
ing its current reliance on the international market. At the same time,
the rural village—in the 1930s still considered by many the reposi-
tory of China’s identity—would be harnessed to the development of
coastal/urban industries, perceived by Wang and Chen to be the
core of China’s minzu economy. At stake was not just a shift of pri-
ority from agriculture to industry but also the socioeconomic and
cultural foundation of the modern Chinese nation. On one side were
the newly emerging coastal economy and society characterized by a
cosmopolitan understanding of modernity. On the other were the
villages in the hinterland, where local elites, with a few exceptions,
such as Jiangnan,! strove to protect their privileges and to maintain
the status quo. Autarky thus required a new relationship between
these two Chinas, which, as many observers of the time lamented,
had grown increasingly isolated from each other. This new relation-
ship would bring China to a higher level of economic integration,
thus helping the country to become the “economic unit” advocated
by Wang and Chen. It would also establish the coastal economy (its
social groups and its economic culture) as the foundation of the new
nation, while demoting the village to a subordinate position.

(5]
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In the 1930s, the “rural question”—as the role of the rural village in
China’s modernization was dubbed at the time—had become the focus
of unprecedented attention for a variety of reasons. The success of the
Communists in the mobilization of the peasant masses posed a challenge
to the Nanjing government and to the sociopolitical unity it sought. In
addition, most Chinese leaders and intellectuals regarded the economic
decline of the rural areas as one of the main reasons for China’s failure to
modernize and considered rural recovery crucial to the salvation of the
nation as a whole. The rural question, therefore, came to be at the center
of a heated debate over the causes of the current crisis and how best
to solve it. Nationalist and Communist leaders and sympathizers ap-
proached the problem from different perspectives. The CCP favored a
redistribution approach, focusing primarily on land reform. The GMD,
instead, took a productivist approach that sought to end rural poverty
and economic decline mainly by increasing production. Generally asso-
ciated with Fascist notions of nation building, productivism differed in
two main ways from the desire to increase national production of most
schools of economic thought. Productivism not only was connected with
autarky—an autarkic nation must be able to produce all the goods it
needs—but also attempted to respond to Communist arguments for the
redistribution of wealth. During World War I, for example, Mussolini
developed the idea that the solution to Italy’s economic and social prob-
lems required an expansion of production. This appeared to him to be the
best strategy for solving Italy’s social problems because it would increase
national wealth and improve the economic conditions of the Italians, thus
offering an alternative solution to class struggle as proposed by the
Communists.?

While agreeing on the overall productivist approach, the Nationalist
camp was divided on the nature of and solution to the rural crisis. Jiang
Jieshi, in keeping with his overall military outlook, saw the military elimi-
nation of the CCP as the prerequisite for any form of intervention in the
rural economy. Wang and Chen believed the CCP’s strength could be cur-
tailed through an immediate effort to increase production, which would
have improved peasants’ lives and made the CCP’s message of land reform
and class struggle less appealing. Wang and Chen also disagreed with
Nationalist approaches to rural reform constructed around a romantic
view of China’s rural essence. Some Nationalist intellectuals, such as Fang
Xianting, perceived the rural village to be the locus of China’s traditional
values and intrinsic essence. The treaty ports, as the point of encounter with
foreign imperialism, were considered to be polluted by negative Western
influences.
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Agencies for rural reconstruction sponsored by local governments and
private groups began springing up all over the country, articles on the rural
question filled the pages of journals and newspapers, and the role of the
rural economy in the modernization of the country became one of the most
discussed and controversial issues of the time. It was on this issue in par-
ticular that Nationalist leaders, intellectuals, and sympathizers came to be
divided, generating a heated debate on China’s economic identity and the
limits of Western modernity. The 1930s debate on rural rehabilitation re-
flected the wide variety of developmental options that the Chinese lead-
ers and economists were considering at the time. After World War II, the
debate came to be limited to the confrontation between Communist land
reform and military protection of the status quo as pursued by Jiang Jieshi,
but in the prewar period a variety of alternatives emerged, all of which
appeared to be equally valid. The 1930s debate on the rural question, there-
fore, went beyond the discussion on Communism in China and also fo-
cused on issues of population, national identity, and anti-imperialism. In
this respect, it anticipated issues and problems facing today’s Chinese lead-
ers. While the theme of autarky and self-reliance continued to influence the
Maoist years—fostered by the isolation dictated by Cold War politics—in
China’s current private economy and market system, the problems of the
growing gap between rural hinterland and industrial urban/coastal China,
increasing population pressure, and economic integration at the national
level are just as urgent as they were in the 1930s.

Remapping the National Economy

The theme of the divide between rural and coastal China forms the focus
of much debate in recent Western historiography on China. Like its prede-
cessor in the 1930s, today’s debate concerns the spatial and moderniza-
tion divide between treaty ports and hinterland after the 1895 Treaty of
Shimonoseki, which sealed China’s defeat by Japan and marked the begin-
ning of the establishment of foreign factories on Chinese territory. This year
is regarded as the beginning of a process of industrialization that was con-
fined to the treaty ports and excluded most rural and hinterland areas.
Economic historian Thomas Rawski has challenged this interpretation,
arguing that the economy of the treaty ports also stimulated economic
activities in rural areas previously barred from long-distance trade.> More
recently, Lynda Bell has shown that the rural economy in Jiangnan became
closely integrated with the development of modern industries as peasant-
family manufacturers took advantage of and benefited from the new
business opportunities created by the modern industries in the cities.
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Discussing silk filatures in Wuxi, Bell argues that before World War II
“‘two Chinas’ emerged as part of the continuum—one populated by
sophisticated, urban-based merchants and industrialists, the other by peas-
ant families who remained in the countryside producing raw materials
upon which silk filatures depended.” Rural production of raw materials
was, in fact, quite important for China’s bourgeoning modern industry,
leading Bell to argue that “what was most distinctive about Chinese devel-
opment in the early twentieth-century was the fusion of modern factory
production with peasant-family production, and the interdependence
of the two systems.”* Bell’s, and Rawski’s, argument, while accurately
describing the Jiangnan area, hardly applies to most of rural China in the
1930s. Historically, Jiangnan had been one of the regions that enjoyed the
highest level of agricultural commercialization and regional integration. Its
situation can hardly be taken as an example of economic integration in
other regions. The work of Kenneth Pomeranz, for example, reveals a very
different situation in Shandong, where he discovers a very uneven level of
integration. Pomeranz stresses the gap between the economies of the treaty
ports and most rural villages, in terms of actual economic conditions and
elites’ interests.’

Regardless of the level of national economic integration that China had
enjoyed previously, by the 1930s, years of war had done much to destroy
communications and to isolate the hinterland from urban centers. At
the same time, the political division of China into spheres of control by
warlords added to the disruption of patterns of national integration. Most
warlords minted their own money in the areas they dominated and often
used transportation taxes to replenish their coffers. Contemporary observers
commented that railways and roads were in disarray while taxes and levies
hindered the circulation of goods. According to one contemporary study, for
example, between Tianjing and Beijing there were “seven tax barriers. . ..
A cargo of soy beans sent by the producing district of Fuchin to the manu-
facturing district of Harbin had to pay . . . no less than twenty-two separate
dues.” As a result the peasant was “obliged to sell to buyers in his immedi-
ate neighbourhood,” furthering the separation of city and country.®

To Chen, the separation between coastal and hinterland regions
appeared to be a major obstacle for China’s economic unification and
its progress toward autarky. He firmly believed that an autarkic China
required coastal factories to stop looking outward to the international mar-
ket and to turn instead to the rural hinterland for an abundant and steady
stream of raw materials. Because of the decline of the international market,
coastal manufacturers also needed to rely on the rural hinterland for mar-
keting their finished goods. Increasing rural production was thus essential



The Rural Question

for integrating the two economies. Not only would it ensure much-needed
domestic raw materials, but, according to Chen, it would raise the standard
of living of the peasants and transform them into consumers. Chen be-
lieved that the development of rural industrial products would naturally
create more wealth in the rural areas, increasing the purchasing power of
the peasants and turning the countryside into a large domestic market for
industrial goods.” To Wang this strategy offered the solution to China’s
development problem. In rather optimistic terms, Wang described the basic
logic of his productivist plan: “As a result of agricultural reconstruction, the
productive powers of the farming population will be developed and their
purchasing power increased. Industry and commerce will flourish and
make rapid progress until full development is achieved.”® Rural decline,
instead, would spell disaster for the autarkic goal of China’s minzu econ-
omy, since only a significant increase in rural production accompanied by a
higher standard of living could support an autarkic industrial development
as well as China’s integration into a single economic unit.’ Rural recovery
was, therefore, crucial for Wang’s and Chen’s vision of modern nationhood
with its very specific objectives (autarky and national unity), but it was
never, to them, an end in itself. Rural recovery was, rather, just a means
used to achieve their final goal of industrialization. Wang and Chen, in fact,
never stopped believing that it was industrialization that made modern
nations and that modern nationhood was the ultimate source of power
China needed to survive its current crisis. In this respect, Wang and Chen
subordinated the rural economy to the development of the light industry
that had slowly emerged in the coastal areas. Their idea of industrialization
and of the role of the rural economy in it differed from that of Jiang (who
focused on heavy industry in the hinterland) as well as from that of many
rural reformers who perceived the Chinese village as the essence of China’s
identity. The latter group came to favor a model of industrialization cen-
tered on the rural village, the exact opposite of what Wang and Chen advo-
cated. In other words, while most reformers supported industrialization as
a crucial aspect of Chinese nation building, the exact kind of industrializa-
tion that would best fit China was an issue of debate.

Rural China and Economic Modernization

In the 1930s, Chinese insecurity in an increasingly isolationist and protec-
tionist world encouraged many Chinese political leaders and intellectuals
to stop looking beyond China’s borders and redirect their gaze toward the
rural hinterland. This new attitude was inspired not only by the shrinking
of foreign markets for Chinese goods, leading many economists to focus on

57



58

Chapter Two

domestic markets rather then relying on exports, but also by the feeling
that, if China did not follow the emerging protectionist trend, it would
become even more vulnerable to aggressive imperialist states. The 1930s
became marked by a general feeling that the cosmopolitan spirit of free
trade that had characterized the years preceding World War I was now
over. In this environment, Chinese intellectuals, such as the economist Fang
Xianting, returned to the imperial trope of Chinese rural essence to counter
the power of urban cosmopolitan industrialization. In this context, rural
China came to be perceived as still possessing China’s traditional values,
values that needed to be protected from the influence of foreign imperial-
ism and the culture of the treaty ports.! The issue of the role of China’s
alleged rural essence versus Western-style urban industrialization created
divisions within the Nationalist camp itself, highlighting the complex di-
mensions of the rural crisis.

In the political imagery of imperial China, agriculture was perceived
as the foundational economic activity of China, responsible for ensuring
its social stability and national strength."! This idea belonged largely to
the tropes of social harmony promoted by the Confucian establishment
but was not reflected in the practices or hierarchies of power transpiring
in everyday life.!? The rhetoric of yinong liguo, “founding the country on
agriculture,” hurt the state more than it hindered the development of
commerce. Even in late imperial China, which was characterized by a
rapid growth of trade, the Chinese government considered the land tax
to be the fiscal base of the state and eschewed taxation of what Qing offi-
cials believed to be economic activities that were not so central to the
political and moral establishment of the empire. According to Wang
Yejian (Wang Yeh-chien), in 1753 land tax accounted for 73.5 percent of
all revenue. The remaining portion was made up of miscellaneous taxes,
such as property deed tax, pawnshop and brokerage taxes, and sales
taxes.!® It was only at the end of the dynasty that the government be-
gan to tax trade and transportation more earnestly, adopting two new
taxes, the [lijin (likin; an internal customs tax) and maritime customs
(aimed at taxing import and export trade), which, together with in-
creased revenue from the salt tax, came to form a growing percentage of
the total fiscal balance of the state. However, according to Wang Yejian,
the land tax, and above all the belief in its value to the fiscal stability
of the empire, were still important in the late Qing period. Although
merchant culture was actually very well integrated into the late imperial
body politic and economic system,!* the idea of yinong liguo constituted
a powerful rhetorical image that Chinese officials and intellectuals found
difficult to abandon.
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It was in the mid-nineteenth century that the debate over China’s
economic life came to reach beyond the Confucian discourse on domestic
stability and to be framed within the discourse of the nation and anti-
imperialism, shaking the basis of the idea of yinong liguo. Late Qing officials,
such as Wei Yuan and Zheng Guanying, struggled to find a balance between
China’s rural values and the challenges coming from foreign imperialism.
In his book Warning from an Age of Prosperity (Shengshi weiyan), Zheng iden-
tified the basic difference between China and Western powers as the fact
that China had its foundations in agriculture (zhongguo yinong liguo) while
foreign countries had theirs in commerce. Zheng considered the profits
derived from agriculture to be fundamental (ben), while those derived from
commerce to be of peripheral importance (o). In this way, Zheng claimed
that China had a moral advantage over the scientifically and militarily
superior West in a way reminiscent of Nationalist movements in the phase
identified by Partha Chatterjee as the “moment of departure.” This initial
phase of the development of nationalism in the colonial world, Chatterjee
argues, was characterized by the leaders’ vision of a division of “the world
of social institutions and practices into two domains—the material and the
spiritual.” While the material became open to Western trends, the “spirit-
ual, on the other hand, remained an ‘inner’ domain bearing the ‘essential’
marks of cultural identity.”!5 In China, this approach was embodied in the
Self-Strengthening tiyong formula.'® In this vein, Zheng recognized the
strength of the powerful trade system of the Western powers but believed
that China’s agriculturally based economy was morally superior. Zheng,
however, was a pragmatist and conceded that moral superiority was inad-
equate to stop foreign imperialism. In such a situation, Zheng asked: “If we
want to restrain the West by Self-Strengthening, is there anything better
than promoting commerce? How can we say that commerce is a peripheral
matter [mowu]?”?” Practical considerations of sources of power eroded
Zheng's idea of what constituted a “peripheral” or “fundamental” economic
activity and brought him to reformulate his economic rhetoric in favor of
commerce. Commerce, and not agriculture, Zheng argued, had to become
China’s fundamental economic activity. Zheng'’s justification of this change
was still clothed in the Confucian rhetoric of social harmony. Commerce, he
explained, acted as the harmonizing agent between China’s four social
groups—peasants (nong), workers (gong), merchants (shang), and literati
(shi)—by forming a network that connected all their activities. Commerce
thus exercised the function of circulation of capital and goods, which he
considered more important than production.

At the turn of the twentieth century, however, the idea of develop-
ing industrial production began to replace commerce in the rhetoric of
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Self-Strengthening. By 1900 the same Zheng Guanying had revised his
position. “The richness of Western people,” Zheng reasoned, “does not rest
on commerce but on industry,” because without the technology for pro-
ducing goods there would be no commerce at all.’® By the time Sun Yat-sen
was formulating his Three People’s Principles, this had become a widely
held belief. According to Sun, China’s most urgent task was to modernize
and industrialize as “the key to China’s strength” in the modern world.” In
a parallel development, the positive image of rural China was reversed.
In the late 1910s and 1920s, at the height of the New Culture Movement
(the iconoclastic intellectual movement that directly attacked China’s tradi-
tional Confucian society and advocated the adoption of Western science
and political institutions), urban-based Chinese intellectuals constructed an
image of rural areas as intrinsically “feudal.” In their writings the village
emerged as the bulwark of the worst and most degrading aspects of
Chinese tradition, ultimately responsible for China’s inability to modernize
and stand up against foreign imperialism.?

The 1930s were marked by a renewed focus on the countryside, a result
of the international economic depression that was believed to have hob-
bled China’s rural economy and of a neoconservative backlash that fol-
lowed the New Culture iconoclasm. The 1930s came to be characterized by
nativist trends in response to the cosmopolitanism of the 1920s. While
most Western countries retrenched behind protectionist barriers, many
intellectuals and political leaders in China began to reject foreign cultural
and economic influence. For example, they came to reject urbanism “be-
cause they associated it with Western progress . . . materialism and deca-
dence.”?! Some intellectuals, such as Liang Shuming, completely opposed
industrialization, perceiving it as eroding the very foundation of the
nation.?

It was in this period that the idea of yinong liguo was once again brought
to the forefront of the debate on China’s modernization, coming to be used
to create models of economic modernization intended to preserve what

“

many considered China’s “native” identity. These models mostly relied on
the use of rural cooperative societies for expanding already existing rural
manufactures. The basic notion was that this reorganization along cooper-
ative lines would allow small rural industries to modernize their modes
of production and become the core of China’s new industrial system. One
of the main economic rationales for the notion of rural industrialization
rested on the fact that China’s population was overwhelmingly rural,
and that a model of development leading to the impoverishment of the

countryside would have negative consequences for China as a whole.
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Moreover, according to its proponents, this model would allow China
to take advantage of its strengths, such as abundant manpower, while
working around one of its main weaknesses, a lack of capital. Cooperative
societies were presented as a way to mobilize manpower in the rural hin-
terland and had the virtue of requiring small capital investment. This
argument was often accompanied by the claim that China’s identity was
rural and that it was in the rural village that one could find the pristine
essence of Chineseness. The coastal areas and the major cities of the coun-
try, the argument went, had been polluted by the culture brought in by
the foreign imperialist presence. In order to preserve China’s identity, it
was important to keep Chinese peasants in the village by offering them
employment opportunities beyond working the fields. In this way, rural
industrializers claimed, the peasants would stop migrating to the city,
where they became morally and socially corrupted. At the same time, the
peasants’ standard of living would improve and China would embark on
an original but effective path of development.

The idea of rural industrialization led to experiments with cooperative
societies in various “model counties” as well as to a lively debate in spe-
cialized journals. Among the most vocal and enthusiastic representatives
of this ruralist trend was Fang Xianting. Fang wrote several articles on
this topic in widely read newspapers and journals such as The Impartial
(Dagongbao), the Nankai Social and Economic Quarterly, and Research in
Chinese Economy (Zhongguo jingji yanjiu).? In 1935 under Fang’s supervision,
the Economic Institute of Nankai University launched an experimental
project in Jining County in Shandong Province, a project funded by the
Rockefeller Foundation and cosponsored by the North China Council for
Rural Reconstruction. The project was short lived since Jining soon fell to
the Japanese.?* But model counties experimenting in rural industrialization
prospered in other regions and were generally regarded as successful. The
famous Chinese anthropologist Fei Xiaotong popularized one of these
experiments in his seminal book Peasant Life in China (1939). In a 1936
interview, a Mr. Chen,® a local official responsible for initiating the reform
of the silk industry in Kaixiangong, Jiangsu—the focus of Fei’s study—
told Fei that the development of that industry needed to follow two main
principles: it “should remain a rural industry” and should be reorganized
according to “the principle of co-operation (hezuo).”? Like Fang, Mr. Chen
joined the cohort of those who believed that in China industrialization
needed to be mostly rural and that this seeming contradiction could
be resolved by the organization of rural manufactures into a system of
cooperative societies.

61



62

Chapter Two

The Wang Group and the Rural Question

Both Wang Jingwei and Chen Gongbo recognized the importance and
urgency of the rural crisis and placed its solution at the center of their
reform plans. As already mentioned, however, they approached the prob-
lem from a different angle than rural industrializers and those who rejected
industrialization outright. In 1933, in response to critics who accused him
of ignoring the fate of the countryside, Chen asserted that “China’s agri-
cultural products make up 90 percent of the total national production,
and peasants make up around 70 percent of the total population”; conse-
quently, it was impossible not to recognize the “importance of agricultural
development and state intervention in rural areas.”” In Chen’s own
words, “reviv[ing] the countryside appeared as the medicine for China’s
life or death.”?® This view was also shared by Wang, who wrote in 1934
that “to talk about national reconstruction without giving particular atten-
tion to the problems of the men and the land would be utterly futile” since
80 percent of the Chinese population was formed by people working in
the agricultural sector.?? Chen, however, attacked those who attempted to
revive the idea of yinong liguo, which, he argued, placed an exclusive focus
on agriculture at the expense of industrialization. He wanted to abandon
the idea of China as a rural entity because it was harmful to China’s mod-
ernization: “Rural rehabilitation is a must today. However, I am afraid that
everyone will be dazed and use yinong liguo just because they are proud
[of China’s ancient tradition]. [I am afraid that everyone will] believe that
yinong liguo is the only way China can go and will start referring to it as an
unalterable principle.”30

According to Chen, there were three main problems with yinong liguo.
First of all it would place too much stress on agriculture and, in this way,
hinder China’s current goal of import substitution, the first step toward
autarky, without promoting significant growth in exports. Reversing China’s
unfavorable balance of trade could not be realized by preserving China’s
rural nature.

First, with yinong liguo we definitely cannot make good [China’s] unfavor-
able balance of trade [ruchao]. I basically think that, were we to follow
yinong liguo, at best we could arrive at making up for one-fourth of annual
imports of agricultural products such as rice, wheat, and cotton. After this,
it appears that we will meet with natural barriers, which will not let us
advance one step further. . .. Apart from this, large exports of products . . .
will be impossible, unless we find a different solution other than agricul-

ture. At the minimum we must start focusing on industry.*
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The second problem, according to Chen, was that the formula of yinong
liguo did not really have the meaning his contemporaries assigned to it. It
was only an expression of China’s feudal economy based on the exploita-
tion of all productive forces by a small feudal class. The rhetoric of yinong
liguo, according to Chen, had been used since the Han dynasty (200 BC—-
AD 220) for the sole purpose of supplying the noble and gentry classes with
goods and food.?? Emphasizing the purely rhetorical nature of the formula,
Chen described it as a weakness of the imperial system that had led to
the stifling of economic development. Since Han times, Chen complained,
repressing commerce had been strictly a rhetorical device. In reality,
repression had been applied to all economic activities, agricultural and
commercial.

During its past history, in spite of its stress on agriculture, China barely
succeeded in becoming a “supplier of agricultural products” [nong gong
guo]. It actually never succeeded in becoming a “country founded on
agriculture” [yinong liguo]. . .. It is clear that the so-called “stress agri-
culture and repress commerce” position resulted only in repressing

commerce. It is not clear, however, how it ever stressed agriculture.®

The third reason for Chen’s opposition to preserving China’s rural
foundation was rooted in his economic determinist and evolutionist
understanding of history. Agricultural countries were the victims of the
expansionist drive of world powers (industrialized nations). All colonized
countries, Chen explained, had agricultural economies, weak systems of
industrial production, and low exports and high imports. China, Chen
warned, was destined to become a colony unless it abandoned its tradi-
tional policy of giving priority to agriculture and started focusing its
energies on industry.3*

An agricultural country [yinong liguo] not only will experience a constant
decline of its economy but will also easily turn into a colony. . . . Countries
with a peasant population of under 5 percent are all rich and powerful
countries. Those with a peasant population of over 55 percent are all poor.
Colonies such as Egypt and India all have [a peasant population of] over

60 percent.®

Maintaining a large rural population was thus, according to Chen, an
invitation to be colonized. In addition, Chen did not believe in small-
scale industry, which he considered absolutely incompatible with moder-
nization. Small scale was, in his eyes, irremediably compromised by its
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connection to feudalism: “Old warlords go and new come. This is because
our infant industry cannot set itself free from a small-scale, rural dimen-
sion.”% In Chen’s evolutionary scheme, the rural economy was tightly
linked to a feudal political structure and small scale was equated with frag-
mentation, the antithesis of unity and modernity. Preserving the yinong
liguo policy would not only deepen the rural crisis but also prevent China
from moving forward in its evolutionary development. Without breaking
the “undeniable feudal nature of the Chinese economy, China will have no
chance to become a modern nation.”¥ It was thus necessary to “revise this
policy . .. in order to follow the development of the human endeavor.”*
The connection between the ideas of industrialization, modernity, and
national power was at this point complete in Chen’s analysis. “Does China
have a way out?” Chen asked. His answer was “We have to transform
yinong liguo into yigongnong liguo [a country founded on industry and agri-
culture]. This is the way to save China.”®

In Chen’s eyes, however, the development of the rural economy was
to be subordinated to the development of the industrial sector and aimed
at its support. In spite of its claim to respect the idea of “founding the
country on agriculture,” the plan lent agriculture foundational status only
because of its importance in autarkic industrial development, not only as a
supplier of raw materials but also as the privileged market for domestic
goods: “China is an agricultural country and the success or decline of agri-
culture is strongly related to its foundations [gouben]. All commercial and
industrial development depends on shifts in peasants’ purchasing power.
In the last few years, agriculture has increasingly declined and so has the
livelihood of the peasants.”*” The rationale for rural development favored
by Chen, and by the other leaders of the Nanjing government’s National
Economic Council (NEC), was thus different from that of Fang Xianting
and other rural industrialists who wanted to base national economic devel-
opment on the rural economy. The NEC instead sponsored the growth of
agriculture in support of urban industrial development.*!

One more important tactical difference between Chen and the rural
industrializers was their approach to the problem of excessive population
pressure on the land. The latter, as mentioned above, hoped to keep peas-
ants in the village and thus focused their efforts on bringing development
and new employment opportunities to the rural areas. The creation of
nonagricultural jobs in the countryside, they argued, would relieve the cur-
rent situation. Because he did not believe in small rural industries, Chen
saw the migration of peasants toward urban industrial centers as the only
solution to the problem.
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Land, Population, and Development

One of the main reasons for Chen Gongbo’s opposition to all policies
inspired by yinong liguo was that they allowed an excessive growth of the
peasant population. These policies had strained the country’s agricultural
resources and prevented an increase in agricultural output. This situation
had, as Chen saw it, two major negative effects. First it had led to the frag-
mentation of arable land into small plots. “Too many peasants necessarily
means land fragmentation,” he lamented. In China, “generally . . . the peas-
ants have very little land. [If we draw] a comparison with the United States,
where farmers have an average of more than 70 mu [1 mu is equal to 0.1647
acres] each, [we can see that] the difference [in size between land plots in
the two countries] is too large.”# The small size of the plots was a reason
for the chronic poverty of the peasants because they did “not generally
have enough land to ensure self-sufficiency.” The smallness of the plot also
hindered technological innovation because “[if there are] too many peas-
ants, mechanization of production [jigi shengchan] becomes impossible. . ..
In fact, too many peasants means that labor is necessarily cheap. If rural
labor is cheap, then machines cannot be used. . . . At the same time, there is
no need to use machines because land plots are too small.”43

According to Chen, the pressure of such a large population on the land
and the consequent small size of the agricultural plots were at the heart of
a vicious circle that trapped China in economic stagnation. Because the
plots were so small, it was impossible to mechanize agricultural produc-
tion, thus limiting productivity. “If we don’t find a way to reduce the num-
ber of peasants, China will not have any hope to have a large agricultural
production.”# This low level of productivity, Chen argued, led to a lack of
any significant economic return. In this situation the peasants could hardly
make enough to survive, let alone save any money, and this in turn led to a
failure to accumulate capital to be invested for improving production or for
expanding the area of arable land.

While labor productivity [laoli de gongneng] is limited, the productivity of
machines is not . . . but because [in China] it is not possible to use
machines, production remains too small. There is [a relationship of]
mutual causality. . . . Fertilizers are also an important factor in agriculture.
Because [Chinese] peasants do not have savings they cannot buy chemical
fertilizers. They can only use natural fertilizers. This makes it difficult to
supply large-scale plots of land. This is another important reason why in

China we cannot open up new land.#
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Land reclamation, a traditional means of easing population pressure on
agricultural resources, was also made impossible by a chronic lack of sav-
ings among peasants. Moreover, because the peasants could not afford new
investments, they were even forced to give up those fields that had suffered
damage from natural disasters.*® “Arable land is already scarce but waste-
land is actually increasing. It is very clear that after natural and manmade
disasters, the [peasants have no other choice but] to abandon the land
because generally there are no savings or no energy to plow the fields
again.”%” Wasteland was thus increasing in a period when an expansion of
arable land was most needed.

Chen completed his grim picture of China’s agricultural vicious circle by
describing the peasant trapped on his small plot, which “couldn’t even sup-
port the simplest lifestyle,” while contemplating the impossibility of ever
being able to handle a larger plot. “Theoretically, the appropriate measure
of [land] distribution [depends, on the one hand, on] . . . a man’s ability [to
work it] and the level of productivity of the land. [On the other, it] is [deter-
mined by the] relationships between these two variables and the return
needed to support a family.” In China, these two variables were not bal-
anced, since land productivity and man’s energy invested in the land did
not yield enough to support a family. “China, at the moment, only employs
man and animal power for plowing. This means that even if a man had 70
mu [to cultivate], he would not have enough energy to plow and seed
them.”8 For Chen the rural economy thus seemed to be caught in a trap
created by the mutual relationships between the unfavorable ratio of peas-
ants to arable land and the consequent lack of capital accumulation, which
prevented technical innovation and expansion of arable land. In this con-
text, land redistribution, which would have generated even smaller land
plots, appeared to him to be dangerous to China’s economic development.

Chen’s theory of agricultural stagnation immediately brings to mind the
theory of the “high level equilibrium trap” presented by Mark Elvin in the
early 1970s.% According to Elvin, Chinese agriculture had actually achieved
its highest productivity level much earlier than Europe. Because of this
early fit among productive factors, however, it had ultimately been trapped
in stagnation in the modern period. Agricultural stagnation posed the most
serious obstacle to development. Only the infusion of new technology,
Elvin argued, could help China break free from its predicament. Elvin’s the-
ory was challenged in the mid-1980s by such scholars as Victor Lippit and
Carl Riskin, who argued that China’s primary problem was not the inabil-
ity of its agriculture to produce a surplus. Surplus was actually generated,
but it was wasted by the elite to sustain its extravagant way of life rather
than being reinvested in economic activities. Carl Riskin contended that the
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success of the CCP after 1949 was due to its ability to gain control over that
surplus. From this point of view the failure of the GMD was not its inabil-
ity to stimulate the economy but its inability to mobilize the resources
horded by the gentry. Development thus required social changes before
production would increase.?’ The North American debate over agricultural
problems in Republican China thus reproduced, to some extent, the basic
split between the Nationalists” productivist and the Communists’ distribu-
tionist approaches in the 1930s.

Chen’s vision of the problem of land and population is also echoed in
Richard Tawney’s book Land and Labor in China, published in 1932. This
should come as no surprise, since Tawney, an English economist and
Christian Socialist, carried out the research for his book in close collabo-
ration with Chinese economists. Above all he relied on essays from
Research in Chinese Economy (Zhongguo jingji yanjiu), published by the
renowned Economic Institute of Nankai University and its director of
research Fang Xianting. Tawney was an official expert sent by the League
of Nations to work with the NEC to help its leaders plan rural reform. In
this capacity, he worked closely with Chen and the NEC reformers.
Because of Tawney’s close collaboration with Chinese economists, Land
and Labor in China exemplifies a process of mutual influence. Tawney’s
Land and Labor in China resounds with themes and arguments that had
been at the center of the Chinese discourse on the rural crisis in the late
1920s and early 1930s. At the same time, Tawney’s book was accepted by
Chinese and Western intellectuals as the first properly “scientific” study of
China’s rural economy, lending increased legitimacy to those Chinese
themes and arguments since it came with the imprimatur of both the
League of Nations and the British academic establishment. The Western
method was, after all, unanimously considered the model of objective sci-
entific research.

Like most Nationalists, Tawney did not believe that the problem in rural
China was one of land tenure or class conflict. Instead, he argued, the most
serious problem China faced was its increasing population. “The funda-
mental fact,” he argued in Land and Labor in China, “is of a terrible simplicity.
It is that the population of China is too large to be supported by existing
resources.” According to Tawney, contemporary “well-intentioned reforms
do not begin to cope” with this overwhelming problem.> The only solution
he saw was to develop an industrial system that would encourage peasants
to migrate to the cities, thus relieving pressure in the rural areas. However,
industrialization, he pointed out, was still a long-term goal and China
needed to focus on stimulating agriculture as much as it could, mostly
through technology transfer and improved marketing.
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Tawney and Chen, therefore, shared a basic assumption about China’s
development. They both believed that in order to solve the rural crisis it
was essential to break the pattern of stagnation in the agricultural economy.
In spite of the similarities between Tawney and Chen and the mutual influ-
ence between foreign advisers and Chinese leaders and economists, Chen’s
rural policies were firmly rooted in the Nationalist productivist tradition
that had begun in the 1920s with Sun Yat-sen and had been adopted by the
Nanjing government at the time of its establishment in 1927. The produc-
tivist policies initiated by Sun were based on the assumption that rural
poverty was a consequence, not of uneven distribution of wealth, but of
insufficient production. A successful solution to the rural crisis would,
therefore, be reached only by stimulating agriculture and focusing on tech-
nological innovation.

The Nationalist Productivist Approach

The first productivist position of the GMD was foreshadowed in Sun Yat-
sen’s 1924 lectures on the Principle of People’s Livelihood (minsheng zhuyi).
In these lectures Sun discussed the “social problem” of the impoverishment
of the working masses that characterized the modern world, reaching
the conclusion that it was primarily an economic issue and therefore re-
quired a strictly economic solution. The origins of the social problem, Sun
explained, were to be found in the mechanization of industrial production,
which had led to the replacement of workers with machines and, conse-
quently, to unemployment and poverty. The socialists” attempts to solve the
problem had been laudable but had been based on “moral stands and con-
cerns” for equality, not on economic considerations, and therefore had
ultimately failed to bring about any significant improvement. This failure
demonstrated, Sun continued, that only a purely economic solution could
be successful. Sun thus presented the socialist demand for wealth redistri-
bution as a moral or social, rather than economic, measure, and as such, he
declared it—together with Marxism and socialism in general—a utopian
and unpractical dream that disregarded practical economic issues.” The
only practical and economic solution that could solve the social question,
Sun concluded, was increasing production, expanding the economy and
generating enough wealth to comfortably support the entire population of
the country. Sun’s attempt to go beyond the socialist notion of wealth redis-
tribution, closely tied to that of class struggle, had, once again, led him far
away from the original meaning of Marxism, which saw wealth redistribu-
tion and the passage of control of the means of production to the workers
as an intrinsically economic measure because it would deeply transform
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the economic structure of a country. Sun was generally reluctant to aban-
don the socialist rhetoric of social justice, but in an attempt to avoid class
struggle and to promote the socioeconomic unity of the nation, he proposed
alternative productivist means, which he described as strictly economic, to
realize Socialist goals.>

Sun’s combination of socialist goals and productivist solutions is exem-
plified most clearly in his policy of “land to the tillers” (gengzhe you qitian).
The peasants “should own the land they till” and be able to directly enjoy
the benefits of their work, free from landlords’ exploitation. This goal, how-
ever, was to be achieved by adopting a program of “land equalization”
(pingjun tudi). This program focused on rent reduction and tax reforms
aimed, not at expropriation, but at a market-driven readjustment of landed
property. As Sun explained, landlords themselves should declare the value
of their land. Land tax and rent would then be calculated according to the
figure they put forward. This strategy would result in deflating unfairly
high rents while leading to a just taxation system. Landlords would be dis-
couraged from submitting figures that exaggerated the real value of their
land for fear of ending up paying too much in taxes. At the same time, they
could not undervalue their property since they would then receive low
rents. Sun believed that this strategy would encourage absentee landlords
to sell their land since they could no longer rely on excessively high rents
while having to pay only moderate taxes. This would make land available
for peasants to buy at fair prices. The government would then assist them
by offering credit for land purchase. At the same time rents would become
cheaper, allowing the tillers to make a decent living from their hard work.>*

Sun’s productivist approach is further highlighted by the fact that he
placed the issue of land reform in the section of his lectures on the Principle
of People’s Livelihood that was devoted to methods for increasing produc-
tion, treating it at the same level of importance as technological improve-
ments and land reclamation. According to Sun, if the peasants owned the
land they worked and could enjoy the fruits of their labor, they would be
more motivated to work the fields. Consequently, the number of peasants
would increase, inevitably leading to larger crops. In calling for more labor
on the land, Sun was holding on to an approach to agriculture that would
soon be displaced by economists’ concerns about China’s growing popula-
tion and the consequent increased pressure on the land. Fundamentally, at
stake were two different ideas of economic modernity. The socialist (or
communist) saw socioeconomic justice as the crucial characteristic of the
most advanced economic system, going beyond the historical stage marked
by capitalism and bourgeois rule. Sun, on the other hand, embraced newly
emerging productivist notions which were to find their most extreme and
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radical manifestation in the Italian Fascist concept of production ad oltranza
(“to the bitter end,” as Il Duce liked to say) as the epitome of economic
modernity.

In spite of his call for “land to the tillers,” Sun was at odds with the
Chinese Communists and communist theories at large, since he ultimately
identified an increase in national production as the central solution to the
social problem. In addition, he advocated only a limited amount of read-
justment in land ownership and the use of market and tax-based methods
(rather than expropriation and class struggle) as the preferred methods of
readjustment of land ownership. In other words, for the CCP land redistri-
bution was the most essential factor in solving the rural crisis, while for the
GMD a limited readjustment in land ownership was only one among a
number of equally important tools for increasing production.

The Principle of People’s Livelihood was at the foundation of the pro-
ductivist approach adopted by the Nanjing government in 1927. In 1928,
Song Ziwen, then the minister of finance, stated that the goal of the
government was economic development through expansion of national
production by application of modern and scientific technology.>® This pro-
ductivist stance was reiterated in the 1931 Provisional Law for the Tutelage
Period (Zhonghua xunzheng shiqi yuefa). Kong Xiangxi, minister of industry,
explained that this law was based on the idea that China’s problem was a
problem, not of distribution, but of inadequate production. Increasing pro-
duction, Kong argued, would naturally lead to an increase in national
wealth that would be shared by the entire Chinese population.® In 1930 the
government issued guidelines for agricultural reform, which, however,
turned out to be more of a long-term goal than an immediate call to action.
As such, it remained largely unimplemented. These guidelines followed
Sun’s principles of land equalization and also included the creation of
credit facilities in rural areas to help farmers buy land while reducing rents
by 25 percent.”” Their productivist nature was also reflected in the priority
they placed on increasing production by technological improvement while
assigning the problem of land tenure peripheral importance. Following the
promulgation of the 1930s guidelines, the GMD began preparing a land
law. An ad hoc committee, the Land Commission, was established to con-
duct extensive land surveys and come up with a draft, which was then to
be approved by the legislative body of the government, the Legislative
Yuan. The commission was slow to produce a final report, which as ex-
pected remained within the parameters of the general idea of land equal-
ization. The process of approval by the Legislative Yuan also proved slow
and controversial. The land law was finally promulgated in 1937, just in
time to be overridden by new wartime regulations.*



The Rural Question

While the land law was held up in the legislature, some form of land
reform was included in specifically targeted projects. They too, however,
remained largely paper policies. This was the case, for example, with the
“bandit extermination campaigns” launched by Jiang Jieshi in the 1930s. In
December 1932, while speaking at the Land Affairs Bureau of the Central
Political School, Jiang directly addressed the issue of land reform as an
important aspect of his anti-Communist campaigns. In his speech, Jiang
stressed the importance of resolving the rural question in order to success-
fully stop the Communists. Jiang argued that mere military force could not
achieve the goal of “pacification.” For this reason, he announced, the head-
quarters would adopt a new approach that included changes in land ten-
ure. The bureau was invested with the task of drafting new regulations for
land reorganization and determining quotas for land distributions. The
goal of land redistribution was, according to Jiang, to transform renters into
small landholders. Jiang, however, warned the audience that it was going
to be a process of gradual transformation. Further, reforms would be imple-
mented only after extensive research. Land redistribution, in this case also,
ended up remaining a vague and theoretical goal for the distant future.
Jiang perceived the support of the local elites to be crucial in his fight
against the CCP in the rural areas and thus hesitated taking any action
that went against their interests. In the areas involved in Jiang’s anti-
Communist military campaigns, in fact, land became even more concen-
trated in the hands of the elites, at the expense of the peasants.>

The few reforms Jiang adopted in support of his anti-Communist mili-
tary activities were focused on gaining political and military control of the
village, rather than rehabilitating it economically. He promoted the estab-
lishment of garrisoned villages (tutian), which were to combine two main
functions: open up new land and ensure rural security. This project became
a channel for the political and military mobilization of the peasants, who
were regimented in new state-led economic-military organizations.®® Even
the name used for these villages was drawn from the military colonization
of the former imperial system. Jiang, in keeping with his general approach
to nation building, had transformed rural reforms into a vehicle for the
anti-Communist militarization of the peasants, imitating the strategy he
had so much admired in the work of the Qin official Guan Zhong.*!

Wang and Chen, on the other hand, saw productivism as an alternative
to Jiang’s military anti-Communism, and in this sense they more closely
followed the Nationalist productivist tradition initiated by Sun. For them,
only an increase in production could lead the peasants out of poverty and
offer a solution to the Communist problem. In 1934 Wang asked, “How can
we exterminate Communist banditry?” His answer was that, “on the one

71



72

Chapter Two

hand, we must adopt military measures; on the other, we must employ
political and economic means to develop productive enterprises. Only
thus can the problem be fundamentally solved.”® For Wang it was im-
portant to offer an alternative to the class-based revolutionary option
advanced by the CCP. If the peasants, he argued, saw their standard
of living improve, they would no longer be motivated to support the
Communists. In short, Wang and Chen were as anti-Communist as Jiang
but envisioned different ways to counteract them. They thus perceived
productivist reforms in the village as the solution to both the Communist
challenge and China’s crisis as a whole. Wang’s and Chen’s productivism
also differed from Fang’s, who perceived the improvement of the rural
economy as a means to preserve China’s rural identity, paving the way for
industrialization based in rural cooperative societies. The productivist
policies of Chen and Wang, on the other hand, represented a way to trans-
fer to the rural areas technologies and modern business practices that
had already developed in the urban centers, all the better to support the
industries of the urban centers. It was the urban cosmopolitan identity of
China that was to lead the country’s modernization. The native identity
of China preserved in the rural village was perceived by Chen and his
collaborators as mostly backward and feudal and consequently an obsta-
cle to development.

Transferring Modernity: From Shanghai to the Rural Village

Chen Gongbo’s view of the role of urban and rural areas in China’s mod-
ernization was shared by those members of the Shanghai economic elite
who closely cooperated with him in the realization of economic reform dur-
ing the years of the Wang-Jiang coalition. As products of the new coastal
economy, they perceived the rural areas as a different China from the one
they experienced in the treaty ports, a China that was still trapped in
medieval times and lacked the basic institutions of modern entrepreneur-
ship. They contrasted grim images of a backward and dormant rural village
in opposition to the energetic and “modern” entrepreneurial spirit of
Shanghai. On the basis of this modernity, they claimed that the coastal
economy should lead the economic development of the entire nation.
Especially vocal among the urban industrializers was Chen Guangfu,
founder and director of the Shanghai Commercial and Savings Bank
(Shanghai shangye chuxu yinhang). As a member of the NEC and the chair-
man of the Cotton Control Commission (CCC), a subcommittee of the NEC
discussed at length later, Chen Guangfu played an important role in the
realization of Chen Gongbo’s economic plan.
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Chen Guangfu received his education in the United States, an experi-
ence which made a deep and lasting impression on him. Upon his return to
China he became committed to transforming China’s financial institutions
in keeping with Western models. At the same time he continued to cultivate
good relationships with prominent businessmen in the United States and
Europe while attempting to attract foreign capital investment in China.®
Chen began his career as inspector for the Jiangsu Provincial Bank, and
in 1914 he was appointed adviser to the Bank of China. In 1915 he left
the Jiangsu Provincial Bank and founded the Shanghai Commercial and
Savings Bank, which he tried to mold into a modern institution of the kind
he had observed in the West. His pioneering work in modern banking was
not limited to the introduction of Western-style accounting, working style,
and personnel training but also involved the scope of his bank’s activities.
The Shanghai Commercial and Savings Bank was among the first in China
to open savings accounts for private customers, even accepting small
deposits of a few yuan, and stressed the importance of offering such a serv-
ice to the community on the model of many American banks. The bank also
extended credit to factories, not only to merchant enterprises, as traditional
banks generally did. Credit was usually secured on the factory’s stock of
raw materials, which was left with the factory under the surveillance of
a bank representative. Branches were opened along major railroad lines
in order to support the marketing of industrial raw material by offering
credit facilities away from major urban centers.**

In 1933 Chen Guangfu compared the vital economic life of the coastal
areas with life in the rural hinterland. He concluded that the future of
China lay in the urban economic modernity of the coastal cities and not in
the medieval stagnation of the rural village in the interior:

When one travels abroad, no matter if in England or the United States,
[one can hear] everyone asking each other, “How is your business?” But,
when one goes to China’s hinterland . . . [one hears] people asking each
other when meeting, “Has this been a good year?” If it has been a good
year, everyone rejoices. If it has been a bad year, everyone is absolutely
stricken with grief. This is the so-called “rely on Heaven for food” [kaotian
chifan] approach. The idea that one must “rely on Heaven for food” is the
greatest danger for our future. This “rely on Heaven for food” implies that
when one meets with a bad year, one immediately takes refuge in the

notion that “fatal calamities are difficult to escape.”®

Chen Guangfu was thus unconcerned with preserving a presumed
Chinese identity. For him modernity resided in the Western industrialized
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countries, which represented the model that China should follow. The
rural areas fell short because they seemed to be living in the equivalent of
the European Middle Ages, when superstition and fatalism trapped peo-
ple in poverty and backwardness. It was the ability to break free from this
lethargic attitude, to fight against nature and harness it to serve man’s
purpose, that, according to Chen, marked the beginning of the modern era
in Europe. For this reason, he wrote, “today in Europe this [attitude]
belongs to the past and to fairy tales. It is clear that people are resourceful
in changing Heaven’s will. The hopeless delusion that one must ‘rely on
Heaven for food’ must be destroyed.” For Chen, European modernity was
marked by the use of science and technology, which determined its supe-
riority and constituted its source of power. “[Foreigners] use scientific
means of production, while we cannot avoid suffering nature’s whims to
the point that men lack the basics of clothing, food, shelter, and means of
travel [yi, shi, zhu, xing].” Resorting to the trope of clothing, food, shelter,
and means of travel, Chen stressed how the decline of the rural village
threatened the very life of the peasants and of the nation as a whole.
“Today we cannot have lofty talk of economic problems, such as currency,
customs duties, unemployment, etc. . . . Our country has not yet solved its
problem of basic survival [bensheng].” It was therefore the awakening of
the people to the power of science, technology, and modern entrepreneur-
ship that became central to Chen’s assessment of modernity and the back-
wardness of the Chinese peasants. “Common people in the interior are in
a state of dreamy delusion,”%¢ he bemoaned, echoing a view of the village
popularized by the urban and cosmopolitan intellectuals of the New
Culture Movement.

In contrast to the backward medieval mentality of the rural hinterland,
Chen Guangfu presented the modernity and vitality of the urban coastal
areas. He argued that the commercial ports of China had reached a more
advanced stage of development than the countryside. The gap between the
two economies, rural-interior and urban-coastal, and between the mentali-
ties of the people of these areas, he feared, was increasing dramatically.
Following the main Nationalist stream of rural rehabilitation thinking,
Chen believed that the way to rescue the village from its state of “dreamy
delusion” was to import those institutions that made Shanghai modern:
banks, credit organizations, and marketing.

I have often traveled in the interior, but never before have I received such
a deep impression. In large coastal commercial ports we generally see
banks, exchanges, large factories, as well as credit, production, and mar-

keting organizations. But these are present only in tiny numbers in those
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areas of our country with yellow earth and large masses of population. If
we compare the number [of such organizations in the rural areas] with
those of our national economy, we can say that they are completely

insignificant.*”

It was thus the duty of the modern, awakened, urban entrepreneur to save
China by exporting to the countryside the modern economic institutions of
the cities.

The Shanghai entrepreneurs thus shared with agriculturalists, econo-
mists, and reformers basic assumptions about the solution to the rural
crisis, specifically the need for an infusion of credit into the rural economy
and for improved marketing strategies, themes also discussed by Fang Xian-
ting and Chen Gongbo. Differences, however, persisted between rural
and urban industrializers in the ultimate vision of development. Chen
Guangfu’s mobilization of the countryside was to be completely in support
of the urban-coastal industry. Like Chen Gongbo, he identified large scale
with modernity, listing it as one of the signs of urban progress. For Chen
Guangfu the rural and the urban economy needed to be intimately con-
nected, overcoming the current gap in time and evolution. The urban areas,
cut off from the international market, could not just discard the hinterland
and move by themselves toward progress. Their close relationship with the
countryside forced them to slow down and to wait for their poor and unen-
lightened traveling companion to catch up. According to Chen Guangfu,
the rural villages’ lagging behind was not only a living symbol of China’s
backwardness but also an obstacle to the health of the urban-coastal
economies. In 1933, at the time of his participation in the CCC, he argued
that “the prosperity of the commercial ports relies completely on the eco-
nomic power [jingjili] of the interior.”%8

On the more practical side, the productivist approach of the Wang group
was particularly appealing to many Shanghai industrialists, and especially
cotton entrepreneurs, who, trapped between the effects of the Great De-
pression and the loss of international markets due to emerging protection-
ist and autarkic policies worldwide, found themselves forced to reconfigure
their production and marketing strategies. The cost of imported raw mate-
rials was becoming increasingly prohibitive as a result of the rise in the
price of silver. Forced to rely on low-quality domestic supplies and to pro-
duce low-quality goods, Chinese mill owners were unable to compete in
foreign markets and at home were easily outsold by Japanese and British
cotton imports. The rehabilitation of domestic raw material and an increase
in peasants’ purchasing power were thus perceived as essential for the sur-
vival of Shanghai’s cotton mills.
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Conclusion

The 1930s debate on the rural question reveals the uncertainty about na-
tion building among China’s Nationalist leadership and the diversity of ap-
proaches supported by different groups within its camp. The reform plans
supported by the Wang group and by Fang Xianting, although they differed
on the issue of China’s national identity, shared a deep commitment to ex-
tensive reforms that would have significantly changed the economic land-
scape of China. Jiang Jieshi’s militarist approach and his attempt to postpone
reforms to a moment in the future when the Communists would be elim-
inated deprived the Nationalists of an opportunity to economically rehabili-
tate rural China on a large scale. The Nanjing Decade was followed by full
war with Japan and then by a violent and disruptive civil war that drove the
GMD from the Chinese mainland.

The question thus arises once again of whether a reformist GMD, com-
mitted to economic reform and focused on economic recovery, would have
ultimately been more successful in its confrontation with the CCP in the
interwar years. Productivist policies per se were not enough to undermine
the credibility of socialist and communist movements in European coun-
tries, because the regimes (like the Italian and the German) that adopted
them most often accompanied them with social-conservative measures that
kept wealth concentrated in the hands of the higher classes and imposed
limits on the prosperity of workers in general, and especially peasants. The
reformist spirit of Wang Jingwei’s and Chen Gongbo’s approach to rural
reconstruction, however, could have had better results, since, in China,
communism had not yet developed as a mass movement and did not have
the socioeconomic roots it had in Europe. In addition, in Europe the prewar
socialist movements that marked the resistance against Mussolini and
Hitler were politically strong both before and after the war, and both times
were on the verge of gaining control of their countries. The European polit-
ical discourse at large thus precluded the success of productivism in a way
that would not necessarily be repeated in China.

Like most economic policies advocated by the Wang group, produc-
tivism came to reach beyond its economic dimension to become a basic
strategy for nation building. It aimed at bridging the gap between the ru-
ral and urban economies and thus potentially could have contributed to
the formation of a nationally integrated economic system and, in Chen’s
words, its transformation into an economic unit (jingji danwei). It also sup-
ported the development of an autarkic minzu industry and, consequently,
had the potential for ending dependency on Japan. Solving the rural
question thus became crucial in defining national identity, counterposing
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rural essence and hinterland, on the one side, and coastal industry and
cosmopolitanism, on the other. The role of the village in China’s modern-
ization and the question of what industrial model would best fit the
country were vital elements of the discourse on the nation as reflected in
nation-building strategies.

Wang’s and Chen’s plan for rural recovery and their idea of the role of
the village in the nation appears to contain one major contradiction. The
autarkic China they were trying to build was to rely on the country’s most
cosmopolitan groups and on the areas that had based their modernization
on contact with the outside world. In other words, although their call for
autarky would have led China to insularity, it was an insularity that would
have rested on China’s most cosmopolitan groups (the coastal business
elites) and on full participation with global trends. This contradiction is,
however, only superficial. For Wang and Chen, autarky represented a
model of economic modernity and as such could not look back to China’s
traditional economy. It had, instead, to be based on modern industries,
advanced technologies, and the modern economic outlook of those who,
like Chen Gongbo himself and Chen Guangfu, had been exposed to
Western modernity.

Although the rural question, with its anti-Communist goals and pro-
ductivist strategy, evoked main themes of Italian Fascism, it also departed
from it in significant ways. The rhetoric of Italian Fascism was redundantly
pro-rural. “We must ruralize Italy,” Il Duce declared.® Ruralization was
supposed to foster the physical and moral health of the race, family values,
and the joy of creative work.”? The Italian regime thus announced that its
goals were to give land to peasants (sbracciantizzazione, “elimination of
rural wage work”) and encourage cooperative societies, rural credit, and
land reclamation.” This rhetorical stand, which came closer to the position
of the Chinese rural modernizers than to that of the NEC leaders, did not
preclude the Italian government from pursuing policies in favor of the large
industrial interests. Fascist land reclamation programs and the Wheat
Campaign helped war preparation and industrialization more than the
rural economy. In addition, although autarkic policies forced urban and
industrial Italy to increase their reliance on the rural areas for supplies of
raw materials, Italian leaders did not perceive the integration of rural and
urban areas as crucial for national unity and nation building. This was not
only because, after unification, Italian concerns for national integration
were focused on the north-south divide but also because of mere geo-
graphical reasons: villages and cities in small and narrow Italy were more
integrated and physically closer than in China. In this respect, China’s
geographical characteristics, especially its vast and remote hinterland,
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created a different set of problems for Chinese reformers and influenced
their notion of nation building.

The 1930s debate on rural China inevitably leads us to establish a paral-
lel with today’s China. It is the coastal cosmopolitan economic elites who
are now, once again—after years of Maoist rural rhetoric—called to lead the
country toward development and modernization. As in the 1930s, how-
ever, doubts and questions arise about the effect of China’s participation in
the global consumer culture on China’s identity and about the corrupting
influence that consumer culture exercises on the morals of the nation, as
discussed in more detail later.
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CHAPTER 3

The Politics of Reconstruction: Song Ziwen
and the National Economic Council

The building of the minzu economy and the transformation of China
into the autarkic and centralized system envisioned by Wang Jing-
wei and Chen Gongbo required, as Chen fervently argued, a power-
ful state capable of exercising economic control at all levels of the
economy. The Nanjing government was, however, far from meet-
ing these requirements. Its authority was challenged by provincial
leaders who resented its centralization effort, seriously limiting
Nanjing’s ability to carry out reforms in the provinces. Even more
serious, however, were the problems that afflicted the central gov-
ernment itself. Nanjing politics were characterized by deep political
divisions that brought its decision-making process to a halt and pre-
vented any sustained reform effort.

This state of affairs in Nanjing was the antithesis of the idea of
centralization that informed the Nationalist discourse on modern
nationhood. Although most Nationalist leaders, including Wang
Jingwei and Jiang Jieshi, believed that centralization was the pre-
requisite to a modern state, they were unwilling to allow centraliz-
ing reforms to be carried out under the aegis of one of their opponents
promoting a different vision of nation building from their own.
Ironically, it was the very attempt to build a highly centralized state
that led to the fragmentation of the Nanjing government. The idea of
democratic centralism that had inspired Sun Yat-sen’s 1924 reorgan-
ization of the party precluded the creation of official channels for po-
litical negotiation. Dissent, therefore, could not be expressed at any
level of the decision-making process and leaders who supported
competing political lines were destined to be marginalized. In this
situation, each faction, unable to control the entire government and

(2]
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unwilling to concede to their political rivals, attempted to gain control
over one or more administrative bodies and to use them as political
strongholds and as channels for the realization of their political agendas.
The entire bureaucracy was thus fragmented into administrative blocks
responding to competing political leaders, making political coordination
impossible.

The instability and fragmentation of the Nanjing government was above
all the result of the two competing political lines within the GMD that had
developed in Canton: the military line headed by Jiang and the reformist
civilian line headed primarily by Wang Jingwei and Hu Hanmin. Because
he controlled the military, Jiang was undoubtedly the strongest of the three
leaders. However, he had not yet achieved enough political power and
legitimacy to be able to completely exclude Wang and Hu from the gov-
ernment. Jiang’s view of a militarized Nationalist China was, in fact, not
popular among most GMD leaders or among the intellectual and eco-
nomic elites who had supported the party so far. Jiang was thus forced to
enter into coalition governments, first with Hu (1927-31) and then with
Wang (1932-35), eventually resorting to unyielding obstructionism against
any reform initiative they launched.

Because of the importance of economic modernization in the Nationalist
discourse on nation building, the economic administration of the govern-
ment became a particular object of contention. Each of the three leaders
established his own economic planning agency and attempted to gain con-
trol over economic reforms and to set the country on what he perceived
to be the correct path to nation building. Hu established the National
Reconstruction Commission (jianshe weiyuanhui) (and assigned his close
associate Zhang Renjie to chair it), and the Wang group the NEC. These
agencies differed in their reform plans, reflecting the different economic
ideas of their leaders, but shared two important traits. They both placed the
economy at the very core of nation building and identified the Jiangnan
industrial elite as the foundation of the new nation. To further complicate
the administrative incongruities of the Nanjing government, Jiang secretly
developed a parallel and competing economic planning agency, the Military
Planning Commission, which he hoped to elevate to the top of the eco-
nomic bureaucracy once he had silenced his civilian opposition. Three dif-
ferent visions of China’s modern economy and nation thus competed to gain
control over the government and to shape it according to their goals.

When the Wang group arrived in Nanjing, it faced the contradiction of
planning the economic centralization of the country within a deeply di-
vided central government. The early years of the coalition were, however,
marked by the hope that the Wang group could consolidate its control over
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the government and confine Jiang to the military. The Wang-Jiang coalition
began with the Wang group solidly in charge of ministries it considered
crucial to carrying out its plan and ensuring government-wide coordina-
tion. The Wang group controlled the Ministries of Finance (Song Ziwen),
Industry (Chen Gongbo), Communications (Chen Mingshu), Railways (Gu
Mengyu), and Foreign Affairs (Luo Wengan).! Wang’s success seemed
especially to be guaranteed by Song Ziwen’s support. In 1931 Song had
established the NEC, planning to make it the highest economic planning
agency of the government. Because it was placed above all the other bodies
of the government bureaucracy, Song hoped that the NEC could manage to
achieve the much-needed, but elusive, interdepartmental coordination and
thus become a vehicle for unified decision making and effective reform
implementation. Song’s cooperation and the Wang group’s unobstructed
access to the NEC (a hostile Song could have employed the same obstruc-
tionist tactics used by Jiang) were thus particularly important for the Wang
group. The NEC became the expression of the Song-Wang alliance and of
the civilian reformist vision of economic nation building. As Wang stated in
1934, ““Unification by Reconstruction” is the settled policy of the National
Government, and it is proposed to reach that goal to a large extent through
the agency of the National Economic Council.”?

Song Ziwen also brought to the Wang group firsthand knowledge of the
dynamics of Nanjing politics, which Wang and Chen had not experienced
due to their forced exile. Song had been in charge of Nationalist finances
since the time of the party’s reorganization in Canton. After the establish-
ment of the Nanjing government in 1927, he had energetically resumed his
work of modernizing the government’s financial and economic adminis-
tration. By 1932, Song had become frustrated with Nanjing’s decision-mak-
ing impasse and Jiang’s unyielding obstructionism and was ready to sup-
port Wang. Song hoped that the political backing of Wang, who was the
new chairman of the Executive Yuan, would finally allow him to carry out
his reform plan. Similarly, Wang needed Song’s political and economic
connections, experience, and administrative skills to carry out his. Their
cooperation was not just opportunistic but was built on shared goals. Like
Wang and Chen, Song strongly believed in economic and financial unifica-
tion and opposed Jiang’s military nation building. The three leaders also
shared the goal of reorienting the Chinese economy away from Japan’s
influence as a way to resist Japan’s imperialist ambitions. Song was also
a supporter of the Jiangnan entrepreneurial elites and considered them the
foundation of the modern Chinese nation. For this reason Song had
attempted to include them in the Nationalist nation-building effort since
the establishment of the Nanjing government.
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In this chapter I will introduce two closely interrelated themes. I will dis-
cuss Song Ziwen's ideas of economic modernization and show that Wang's
and Chen’s ideas of nation building had wide resonance among most of the
Nationalist civilian leaders. Wang's ideas embodied the main strands of Sun
Yat-sen’s reformist heritage laid out in Fundamentals of National Reconstruction
and in the Three People’s Principles, which, as I argued in previous chapters,
provided the foundation for Nationalist political and economic thought, in
spite of their occasional ambiguities and vagaries.

In addition, I will examine how the political disunity of the Nanjing
government and the uncertainty caused by the struggle for its leadership
prevented the modernization of the state, as formulated by Song, Wang,
and Chen, undermining their reform effort. Faced by Jiang’s obstruction-
ism, the three leaders were forced to abandon the idea of centralizing the
government. Even the NEC, their last hope for government-wide coordina-
tion, gradually lost its centralizing and coordinating powers, while Jiang
reasserted his control over large portions of the administration. Ultimately,
the NEC was able to extend its reformist intervention to only a few indus-
tries, falling short of its proposed national scope.

The Wang group was unable to resolve the contradiction between the
idea of centralization as a prerequisite to modern nationhood and the polit-
ical split in the party. The question thus arises of whether the economic
modernity proposed by the Wang group could have been achieved without
political and administrative modernization (understood as centralization).
In 1936 a bitterly disappointed Chen Gongbo lamented that “for realizing
economic control two conditions are needed: unified government and uni-
fied minzu.” Without these, he continued, there was no chance of success.
After his experience in the Wang-Jiang cabinet, therefore, Chen himself
questioned the policy that he had outlined in 1933 and that aimed at using
economic control as the most effective tool for national unification. He had
now come to believe that political unification was actually the prerequisite
for economic control.3

Song Ziwen

Song Ziwen was the son of Charles Jones Song, a prominent businessman
who, taking advantage of the opportunities offered by the treaty port econ-
omy of Shanghai, built a fortune in the late nineteenth and early twentieth
centuries. Song Ziwen completed his education in the United States and
was apparently more comfortable speaking English than Chinese, and his
Westernized manners made him a favorite within Western financial cir-
cles.* Because of his strong personality and independent attitude toward
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political affairs, Song’s relationship with the Nanjing government was
often stormy. Jiang Jieshi valued Song’s financial abilities but disagreed
with his ideas on economic and financial reforms and, above all, with his
determination to cut military expenditures and to concentrate capital
investment in support of the development of the coastal (and especially
Jiangnan’s) industrial sector.

A major difficulty in understanding Song’s political career arises from
the contradiction between his disagreements with Jiang in the Nanjing
Decade and his participation in the Nationalist government through World
War II and the postwar years. This contradiction is even more mystifying
because of the ambiguity that surrounds Song’s personality and ideas.
Unlike many other leaders of his time, Song never wrote his memoirs or left
behind theoretical writings that could shed light on his work and behavior
(a factor that has influenced the tone of this chapter, since, in order to
understand his political goals, I had to rely solely on an analysis of Song’s
political activities rather than on his writings). Some have argued that his
family ties with Jiang, who married his sister, Song Meiling, in spite of
Song'’s early opposition, explains his protracted presence at the apex of the
government.’® If this is this case, Song must have been torn between family
loyalty and his faith in financial and economic modernization. Yet this is
only a partial explanation of the apparent contradiction of his political
career. Other factors to be taken into consideration emerge from an analy-
sis of Song’s vision of modern finance and economy, his reform project, and
the means he used to realize it. Such an analysis shows that Song placed
much emphasis on financial and economic centralization. Although Song
was not completely satisfied with Jiang’s leadership, his belief that China
needed a strong, centralized state led him to be loyal to the central govern-
ment even if under Jiang’s leadership rather than to join one of the many
separatist movements that challenged Jiang’s authority.

His decision differed from Hu Hanmin’s and Wang Jingwei’s, who,
rather than accept political compromises, preferred to fight Jiang, and the
entire Nanjing Government, from outside. Wang participated in the govern-
ment from 1932 to 1935, believing he could influence its political direction.
When he could not, Wang preferred to wage opposition first from Canton,
before 1932, and later from Nanjing, when he collaborated with the Japanese
(an issue that forms the focus of chapter 7). Song, on the other hand, be-
lieved that China needed urgent reforms and that the government should
set aside factional struggles in order to proceed immediately to reconstruct-
ing the country.® For Song, unity often justified compromise. We can specu-
late that, being a pragmatist, Song knew that no one had a political future
outside Nanjing. Leaving the government would lead ultimately only to
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political oblivion. For this reason, in the prewar years, Song opposed further
political fragmentation and preferred to play the role of a skillful political
trasformismo” from within the government itself. He used a variety of strate-
gies to force Jiang to accept his reforms, manipulating different groups in
order to realize his agenda.

Centralization of finances and economy under the GMD’s author-
ity was Song’s foremost goal, inspiring his work from the time he was
first appointed as minister of finance to the Nationalist government in
Guangdong in 19258 At the time, Sun Yat-sen was preparing for the
Northern Expedition and Song’s task was to create a solid financial base
to support it. To achieve this goal, Song embarked on a reorganization of
the central and local tax administrations, ostensibly aimed at eradicating
corruption and waste but, in reality, also intending to consolidate
Nationalist control at the expense of local authorities and economic
elites.? Following the establishment of the new national government in
Nanjing in 1927, Song was eager to start working on China’s financial and
economic reconstruction and administrative centralization, expanding to
the national level the work he had initiated in Guangdong. Only two
weeks after the National Revolutionary Army (NRA) entered Beijing in
June 1928, Song sent a telegram to provincial governments in which he
called for centralization, warning them that the autonomy they had
enjoyed was over: “Now that the Northern Expedition has been com-
pleted, finances must be unified, all reconstruction work must be
planned, and measures actively taken.”!

In 1928 centralization and unification of finances were, however, daunt-
ing tasks. A variety of currencies circulated inside China until the currency
reform of 1935."! Provincial governments and local militarists freely minted
their own money, flooding the markets with devalued currency. This situa-
tion was a major obstacle to any attempt at a planned economy or central
control over the money supply. It also hindered the expansion of commerce
by limiting the circulation of goods among the various regions and deep-
ening the regional character of the Chinese economy. This regionalist trend
was further deepened by the fact that local governments often devised
currency policies targeted at promoting the local economy in competition
with both neighboring provinces and Nanjing.!? The taxation system was
equally fragmented and harmful to interregional trade, as exemplified by
the existence of the ljjin tax, which Song eliminated in 1931 as part of his
plan for financial unification.’® As had been the case with the Guangdong
reforms, Song’s drive for national financial centralization was Janus faced.
On the one side, it found strong justification as a prerequisite to any effec-
tive nationwide reform effort, being crucial for economic development and



The Politics of Reconstruction

stability. On the other, it served the goal of consolidating the GMD’s power
and eliminating pockets of resistance in the provinces.

As was the case with most Nationalist reforms in this period, the main
obstacles Song encountered did not come from the provinces, but from
within the Nanjing government. Song had to face Jiang’s fierce obstruc-
tionism, since his reform goals went against Jiang’s own plans. Song, like
Wang and Chen, wanted to focus nation building on financial and eco-
nomic reforms. He thus pushed for demobilization and for shifting re-
sources from the military into economic development. In addition, Song
saw the emerging Jiangnan industrial economy as the foundation, the very
“lifeblood” in his own words, of the modern Chinese nation and eagerly
sought to establish what he perceived to be a mutually beneficial relation-
ship between Nanjing and the Jiangnan entrepreneurial elite.

The National Economic Conference: Defining the Chinese
Modern Economy

Demobilization and alliance with the Jiangnan elite constituted the main
themes of the National Economic Conference (quanguo jingji huyi, June
1928) convened by Song soon after the NRA entered Beijing. As Song stated
in his official call for the conference, the military phase of the revolution
was over and the government was finally turning to reconstruction.!* This
meant, he continued, a shift to civilian leadership, a reduction of the mili-
tary budget, and the employment of government resources in develop-
ment-inducing policies. In spite of the fact that the reform program Song
presented at the National Economic Conference was similar to the one
attempted in Guangdong—strengthening central authority, unifying
finances, and creating a solid financial base for the government—its goals
widely differed, since it would no longer channel resources to support
military action but into demobilization and economic reconstruction.

The reforms that Song presented at the conference reflected his stated
purpose of creating a propitious environment for economic development.
Song promised that the government would end the unpopular policy of
bond floating. As soon as the NRA approached Shanghai in 1927, the GMD
had resorted to the sale of government bonds and direct borrowing from
Shanghai’s major bankers and industrialists, who had, sometimes volun-
tarily and other times under coercion, contributed to its military effort.!5
Bond floating was considered by most of the civilian political leaders of the
GMD and Jiangnan’s businessmen to be a short-sighted policy and wulti-
mately harmful to China’s finances and economy. Their main criticism was
that bonds did not lead to productive employment of already-scarce
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Chinese capital but rather turned it into fuel for civil war and factional mil-
itary struggle. In his opening speech, although Song justified the GMD’s
issuance of bonds to finance the Northern Expedition, he apologized for
that measure and then promised that the government would undertake a
fresh start in all economic matters and funnel funds into productive activi-
ties.!® The government would also introduce a policy of open (gongkai)
finances, in contrast to the existing practice of secret management of gov-
ernment resources, to make sure that, under the scrutiny of the Chinese
people, resources were properly employed for developing economic
production.

In addition, Song announced a comprehensive currency reform and the
establishment of a National Budget Commission, which was to cooperate
with the Ministry of Finance to set up a national budget system. The com-
mission was to have the task of deciding on government expenditures as
well as controlling their use by various agencies in order to curtail corrup-
tion and the expenditure of funds in a manner contrary to the original
intent determined by the budget committee.!” A reliable budget and uni-
fied financial system, Song explained, were vital to the modernization of
China’s financial administration and to the success of any government
action on the economy:.

Finally, Song advocated the establishment of a close collaborative
relationship between Nanjing and the Jiangnan elite. Song explained that
governmental finances and private economy were closely connected and
highly interdependent. Only a healthy national economy could produce a
reliable national tax base and provide the central government with the capital
necessary to fund national reconstruction. As he explained in 1928, Song
believed that “finances are the lifeblood of the government; financial reor-
ganization must focus on the national economy”; for this reason “an. ..
effort [must be made] with the cooperation of the people” and “public
opinion must be taken into consideration.”*® This statement not only advo-
cated a relationship of interdependency and collaboration between Nanjing
and the private economy but also assigned the Jiangnan elite a privileged
place in the new nation by directly identifying them with its basic socio-
economic group—in other words, its “people.”

When Song used the term “people,” he referred exclusively to the
Jiangnan entrepreneurial elite. It was this group that he invited to participate
in the conference, while excluding representatives of other socioeconomic
interests. Seventy percent of the conference participants were leaders of
Zhejiang’s major industrial and financial groups and natives of Zhejiang and
Jiangsu. Among them were Chen Guangfu; Yu Hede (styled Qiaqing),
founder and director of the Ningbo Commercial and Savings Bank (or Simin
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Savings Bank), director of the Shanghai Stock and Goods Exchange
(zhengquan wupin jiaoyisuo), and chairman of many Shanghai-based commer-
cial and industrial associations; Rong Zongjing, owner and manager of the
Shenxin cotton mills, the largest industrial group in China; Zhang Jia’ao, a
member of the GMD political studies group, a prominent economist and
banker, general manager of the Bank of China, and vice-minister of finance
under Song Ziwen; Wang Xiaolai, director of the Shanghai Chamber of
Commerce; and the omnipresent Xu Xinliu, a member of the committee for
tax collection in the international foreign concession and of the board of
trustees of Fudan University and whose interests also expanded into bank-
ing and the textile industry."”

The press did not fail to remark on Song’s elitist policies and harshly
criticized Song for relying only on the business community. The exclusion
of peasants, workers, and student representatives from the conference, crit-
ics pointed out, would certainly lead to a one-sided policy similar to that
implemented in capitalist countries. This, the criticism continued, contra-
dicted the official GMD doctrine as laid out in Sun Yat-sen’s Three People’s
Principles (referring specifically to the Principle of People’s Livelihood,
which embodied the Nationalists” most socialistic trend) and raised sus-
picions that the conference represented only the capitalist class.?’ These
criticisms were fully justified by Song’s selective invitations. The confer-
ence made it clear that Song’s first concern was with increasing industrial
production as a means to achieve the modernization of the country, reveal-
ing the early roots of the full-fledged productivist approach he developed
in the 1930s.

The 1928 conference seemed to confirm Song Ziwen's reputation as the
strongest supporter of liberal capitalism among the Nationalist leaders of
his time. This was, and still is, the prevalent opinion in the United States,
where Song had studied and worked for some time and where he enjoyed
close relationships with prominent financial magnates such as J. P. Mor-
gan. Song indeed showed a marked probusiness attitude, which can be
ascribed in part to the fact that he was a businessman himself. His politi-
cal involvement with the Nationalist Party was a long-standing family
affair, initiated by his father. Charlie Jones Song had been an early sup-
porter of Sun Yat-sen and had generously helped finance Sun’s political
ambitions. Business and politics were naturally connected in Song’s view.
Song’s probusiness attitude, however, can hardly be identified with main-
stream liberal capitalism, since it developed within the general antiliberal
trends of Nationalist political and economic thought. Song’s formulation
of the relationship between Nanjing and the private economy was rather
vague. In keeping with the tutelage policies of the Nanjing government,
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Song gave businessmen no assurance other than the goodwill of the
government with respect to their interests. Following Sun Yat-sen’s
Fundamentals of National Reconstruction, which decreed a three-phase tran-
sition to democracy—revolution, tutelage, and democracy—the Nanjing
government had decreed that it was now engaged in the political educa-
tion of the Chinese people, postponing the realization of representative
democracy to a future moment, when they would be able to shoulder the
responsibility of active political participation. The Nationalist state, in fact,
did not allow any channel of official representation of socioeconomic
groups within the government and did not hold the government responsi-
ble to any kind of constituency. The only power the Jiangnan entrepre-
neurs held at the time was their ability to pay taxes and to finance the
famously bankrupt Nanjing government. The presence at the conference
of Xu Xinliu, who on this occasion appeared to represent the tax collection
office of the Ministry of Finance, clearly illustrates how much Song appre-
ciated this ability.

Although the National Economic Conference marked an unprece-
dented overture by the government to the Jiangnan elite, it highlighted
how Nationalist political and economic thought precluded a liberal-style
relationship between government and private business. Negotiations
between Song and the Jiangnan representatives had to take place outside
the conference, since active participation of societal groups in politics
was not permitted in Nanjing politics. The conference itself was a staged
ritual, devised to testify to the unity of intent and interests between state
and private economy. The conference was therefore preceded by a series
of preparatory meetings organized by Zhang Jia’ao, which produced a
series of proposals for Song’s consideration. Zhang, who acted as the offi-
cial spokesman of the entrepreneurs, presented these proposals at the
conference.?! The conference was a carefully staged political ceremony,
performing a mostly symbolic function and showing to the public and to
the government factions that opposed demobilization that Song was the
link to the Jiangnan economy, the main source of capital for the Nanjing
government.

The conference, however, cemented an alliance between Song and the
Jiangnan elite since Song’s proposed reforms appear to have satisfied the
entrepreneurs’ main concerns. Their official statement at the conference,
which was the result of the preparatory meetings and was presented by
Zhang, complained about the disruptive effects of prolonged military con-
flict on Shanghai’s economy and welcomed the government’s resumption
of economic reconstruction. It stressed the importance of restoring social
order and private rights in order to ensure proper conditions for private
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investment while freeing the economy from pressure by reducing military
expenses and setting up a healthy financial and banking system. Although
this statement recognized the leading role of the state in promoting indus-
trial development, it also expressed the hope that the government would
respect the private sector and support its development. The representatives
of the economic community also presented proposals for returning proper-
ties previously confiscated by the government and for the regulation of
labor activism.? In fact, entrepreneurs had found in Song a champion for
their cause in Nanjing. As Zhang announced, they agreed to rely on him,
because he was “one of the people, having close relationships with eco-
nomic circles.”?

As the documentation of the conference shows (even if probably manip-
ulated by Song to fit his political agenda), the alliance between Nanjing and
the Jiangnan economic elite appeared, in this early stage, to be based on a
concrete series of shared interests. The alliance, however, was more specifi-
cally between Song and the Jiangnan elite rather than between the state and
private economy at large. The conference established their cooperation in
as official a manner as the political background allowed and gave Song
the strength and legitimacy to pursue his plan. This was a point that the
press was also ready to denounce, claiming that Song had worked single-
handedly, excluding the rest of the Nanjing bureaucracy because he wanted
to control the government’s financial and economic administration, cutting
off agencies that represented political opposition to his plan.? Song’s tactics
soon became clear. One hundred representatives of the economic commu-
nity who had participated in the conference went to Nanjing at the time of
the National Financial Conference (July 1928), a government meeting that
was to officially approve Song’s plan. Yu Hede led the delegation, which
represented the Shanghai General Chamber of Commerce, the Nandao and
Zhabei Chambers, the Shanghai Bankers Association, and sixty Shanghai
guilds. The Shanghai delegation issued an ultimatum threatening to deny
any further loans to the government if the decisions reached at the National
Economic Conference were not approved. Under such pressure the National
Financial Conference and, soon afterward, the party’s Fifth Plenum passed
Song’s plan.®

At the Fifth Plenum, however, exactly at the moment when it seemed
that Song had scored a major victory, his plan, although accepted, was
stripped of its original spirit. In spite of his successful mobilization of
the Jiangnan elite, Song’s victory proved only nominal and fell victim
to Jiang’s opposition. Understandably, Jiang and other military leaders
opposed Song’s plan, since the introduction of a budget system, operating
under the control of a civilian Budget Commission, and the opening up of
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financial records to public scrutiny would have severely limited their
access to government resources. Generally speaking, the militarists were
in favor of continuing the current style of fiscal administration, which gave
them a great deal of flexibility under the very convenient screen of se-
crecy. Control over the Budget Commission became a much-valued prize
in the factional struggle. Major militarists (including Jiang Jieshi, Feng
Yuxiang, Yan Xishan, and Li Zongren) managed to be appointed as its
members and to stall its activities, thus defeating Song’s original goals.?
As a consequence, the committee changed its name, membership, and
regulations many times during the Nanjing Decade, never actually becom-
ing operational.

The centralization of Nanjing’s finances proved an elusive goal due
to the lack of political unity. Complete defeat came at the Third Party
Congress, held on March 15, 1929. This congress followed the end of the
Hu-Jiang coalition and marked the temporary consolidation of Jiang’s
power over the party and government. Largely dominated by Jiang, the
congress officially rejected all decisions made at previous economic con-
ferences. As a consequence, Song resigned in protest.”” The beginning of
the central plains campaign (1928-30), however, soon forced Song to
return to his post and, making demobilization unthinkable, compelled him
to resume the infamous practice of floating bonds.?

Despite two years of work, no reform had been approved nor was any
change in economic policy seriously considered by the Nanjing govern-
ment. Jiang had succeeded in blocking institutional and economic reform
that would have forced him to share government responsibilities with other
political groups, since a civilian financial administration proposed by Song
would have fallen under the jurisdiction of Hu Hanmin, at the time the
chairman of the Executive Yuan. More important, it would have limited his
access to economic resources and awarded the Jiangnan private economy a
central place in nation building.

The 1928-29 skirmishes brought up two thorny issues. The first issue
was who was going to control the financial and economic resources of the
government. Jiang was not going to allow any amount of centralization if it
was to happen under the control of other political groups. The second issue
concerned the relationship between the state and the private economy and
the role the Jiangnan entrepreneurs would play in the new Chinese econ-
omy. The cooperation proposed by Song, even if limited by the Nationalist
tutelage policies, went against Jiang’s military priorities. Differences be-
tween the two leaders on this point had come to the surface in 1928-29
and continued to feed the confrontation between them over the next
few years.
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A Change in Strategy: The Establishment of the National
Economic Council

Having lost faith in the possibility of controlling the national budget, Song
adopted a new strategy to pursue reform goals and began focusing on the
creation of a special economic organization, the NEC, that would be capable
of bypassing the regular bureaucracy and operating above Nanjing’s fac-
tional quagmire. Song introduced his new plan in the Annual Report for the
1930 fiscal year (March 1, 1931). The report reviewed the old argument for
centralization but also struck a new chord by suggesting “the creation of a
really effective planning organization which would guide the productive
forces of the country, coordinate the activities of the ministries, and rigidly
map out” a development plan.? A mere three years after the establishment
of the Nanjing government, Song had already lost faith in its ability to
pursue a centralized reform effort. He had come to believe that only a new
agency, placed above the quagmire of the bureaucracy ridden with fac-
tional struggle, could succeed in reforming the economy and finances.

The report listed the goals that Song wanted to achieve through this new
agency. Above all he wanted to bypass the Budget Commission and all of
its equally ineffectual reincarnations. For this reason he worked with both
the League of Nations and the government of the United States to obtain
independent funding that would not be subjected to Jiang’s control. Song
thus negotiated with the League a program of technical cooperation de-
signed to strengthen China’s relationship with Western countries and pro-
vide a channel for importing Western capital and technology. The project
was officially launched in January 1931 in cooperation with Dr. Ludwig
Rajchman, the director of the Health Section of the League of Nations. The
League had been particularly active in China in the field of public health,
dealing mainly with epidemics and quarantine problems. Rajchman
himself had worked closely with China for fifteen years and had strongly
supported Song and the Chinese case before the League, gaining a reputa-
tion for being politically pro-China.*® The League asked for the establish-
ment of a central reconstruction agency that could serve as a channel for
the League’s activities in China and as a base for the League’s experts,
while guaranteeing the proper employment of technical and economic aid
granted to China.*! In addition, Song negotiated with the US government
for a loan in silver to be devoted completely to the development of na-
tional production related to the program of cooperation with the League
and to be placed under the jurisdiction of the NEC.*2

The second goal Song wanted to achieve through this new agency was
similar to those he had pursued at the 1928 National Economic Conference.
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Song wanted to mobilize the Jiangnan entrepreneurs in support of his
reform plan, as well as of Nanjing’s nation-building effort at large.
Representatives of this group were to be appointed to positions of lead-
ership within the NEC.3® The language Song used this time, however,
departed even further from liberalism, reflecting his gradual acceptance of
ideas of productivism and economic control. The new agency, Song stated,
would organize and mobilize China’s “productive forces” (a standard pro-
ductivist refrain), reflecting Song’s wish to use the NEC as a tool to inter-
vene in the private economy and regiment its resources in support of nation
building. At this time, when Song was not closely cooperating with Wang
and Chen, he already envisioned the NEC as a sort of corporativist organi-
zation, anticipating the final characteristics of the NEC in the years of the
Wang-Jiang coalition. Song’s political and economic vision was, in this
respect, in keeping with the main guidelines drawn by Sun Yat-sen in his
Three People’s Principles. Song was, in fact, embracing Sun’s idea of pro-
ductivism and mobilization of productive forces (discussed at length in the
next chapter) as the key to China’s modern nation building. The goal, Sun
argued, was for “everyone to become a producer” so that China could
achieve strength and prosperity.3

The NEC was established in 1931; however, it fell short of Song’s expec-
tations in spite of all his efforts. This time obstacles came not only from
Jiang’s obstructionism but also from inclement weather. The disastrous
1931 Yangzi River flood imposed new economic priorities on the govern-
ment, which had to set aside general economic development in favor of
urgent relief work. The flood struck sixteen provinces of central China. The
damage was particularly severe in the rice-producing areas of Anhui,
Jiangxi, Jiangsu, and Hunan, bringing devastation and famine to the peas-
ants. To face this emergency, a Flood Relief Commission was established
shortly after the flood, and many of the League experts were transferred to
this new organization. The promised US loan was also channeled into the
new committee in the form of relief wheat.® The 1931 NEC thus fell short
of Song’s expectations and, as its regulation specified, ultimately came to
depend on the National Finance Commission, a new, but equally ineffec-
tive, version of the defunct Budget Commission.*

The main problem, however, was that Song’s political brilliance was
actually matched by Jiang’s, who was also an expert in political manipula-
tion and trasformismo. The June 1931 regulations passed by the government’s
Political Committee, which was then dominated by Jiang after the split of
the Hu-Jiang coalition, placed the NEC directly under the Executive Yuan,
now chaired by Jiang, who was also to act as chairman of the NEC.¥” Zhu
Jiahua, who was a close associate of Jiang and linked to the Blue Shirts, was
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appointed as the NEC’s secretary, reinforcing Jiang’s tight grip on the
council.® The composition of the 1931 NEC membership did not reflect
Song’s original intention that the council should be a site for mobilization
and cooperation with the private economy. Its membership was, instead,
mostly composed of officials. The few members representative of business
were confined to marginal and merely consultative positions.* The 1931
NEC had been established as a highly centralized state organization with
limited powers under the strict control of Jiang.

The NEC remained largely an advisory body devoid of any ability to
decide and to implement reforms.*’ The only activities it was able to carry
out were linked to the League of Nation’s program of technical cooperation
and flood rehabilitation work, paid for by US loans. The NEC focused on
water conservation, public health, and road building, privileging, due to
Jiang’s direct influence, roads that were of strategic importance for the
military.*!

The first round of confrontation between Song and Jiang had high-
lighted the importance of economic reforms in Nanjing politics. It was not
just a matter of who had access to crucial resources for furthering personal
careers and reform agendas but a confrontation between the two strands of
nation building that divided the Nationalist Party. Song’s perception of a
modern Chinese state and economy relied on a centralized finance system
open to public scrutiny and on a healthy taxation system based on a healthy
private economy. These goals did not mean much to Jiang, who, at that
time, was focused on funding the military unification of the country with
whatever means possible. Song thus shared Wang Jingwei’s and Chen
Gongbo’s belief that the military phase of the revolution was over and the
consolidation of China’s unity could be achieved only through financial
and economic centralization. Open and centralized finances would restrain
military feuds between Jiang and those militarists who still controlled
recalcitrant provinces.

Although his attempt to implement his reform failed in 1931, Song
seized the new opportunity presented by the formation of the Wang-Jiang
coalition. The new cabinet attempted to politically marginalize Jiang and to
make it impossible for him to undermine reforms.

The New National Economic Council

The establishment of the NEC was followed by a politically turbulent pe-
riod marked by renewed attacks by the Japanese and the fall of two con-
secutive cabinets (the Jiang cabinet that had followed the Hu-Jiang coalition
and the Sun Ke cabinet). The few months from September to December
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1931 were marked by political upheaval and changes in the government.
The crisis initiated by the Japanese attacks on Shanghai led to a peace con-
ference among all GMD groups that was devoted to achieving a measure
of political unity in order to present a united front against Japan. Wang
Jingwei left Canton for Shanghai to negotiate with Jiang, who remained in
Nanjing, while Song Ziwen shuttled between the two cities and acted as
messenger and facilitator between the two leaders. The NEC became one
of the most important points around which negotiations revolved, testify-
ing to the importance of economic reforms in the political discourse on
national salvation. At the end of the negotiations the Wang-Song line of eco-
nomic nation building had emerged victorious (it is worth remembering
here that the ultimate result of the Shanghai-Nanjing negotiations was the
establishment of the Wang-Jiang coalition and the acceptance of the an’nei
rangwai political platform—pacify the domestic front while resisting on the
external front), and the NEC became the agency expressing the civilian
reformist view of nation building supported by both Song and Wang.

During the Shanghai negotiations the NEC gradually (the negotiations
proved long and full of setbacks) passed from Jiang’s control to Wang's.
Zhu Jiahua was removed from his position at the head of the NEC, and Qin
Fen, who was close to Song Ziwen (since February 1930 he had held the
position of director of the Accounting Section of the Ministry of Finance),
was nominated to take his place.*> The new NEC was also removed from
the direct control of the Executive Yuan in order to shield it from actions
like those that had curtailed its scope in 1931.#* The NEC was placed under
the direction of a Standing Committee, whose members were Song Ziwen,
Sun Ke, and Wang Jingwei, thus ensuring its administrative independence
from other government bodies and allowing it to act as a government-wide
coordinating agency. All ministers whose jobs concerned economic devel-
opment were included in the NEC membership, along with representatives
of the Jiangnan elite.%

The Shanghai-Nanjing negotiations made it clear that Wang and Song
were working together. Wang was promoting changes in the NEC that fol-
lowed Song’s original ideas, and Song was helping Wang in his quest for
leadership over Nanjing by ensuring the support of the Jiangnan business
community. To garner its support, Wang, while in Shanghai for the ne-
gotiations, convened a National Salvation Conference calling important
Shanghai personalities to act as “people’s representatives.” At this confer-
ence Wang stressed the importance of public participation in his reform
plan and expressed his commitment to the independence of societal as-
sociations. The conference, which carried the signature of Song’s long-
time political strategy, cemented the alliance between Wang, Song, and the
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Jiangnan business community, creating a powerful lobby for Wang during
these delicate negotiations. Although the 1928 and 1931 conferences used a
similar strategy, that is, mobilization of the Jiangnan elite in support of
Song’s (and, later, Wang's) political agenda, they were also characterized by
fundamental differences. By 1931 Jiang’s opposition to economic reform
had become well known and economic reforms had become a weapon to be
openly used against him. At the same time, the recent Japanese attacks on
Shanghai, and the crisis that followed, had further tightened the relation-
ship between economic reforms and national salvation, as the name of the
conference testifies. The message of the conference was that national sal-
vation depended, now more than ever, on the realization of reform, and
specifically the “correct” nation-building reforms advocated by Wang and
actively supported by Song, who, in keeping with his general style, pre-
ferred to remain behind the scene.

On April 25, 1932, after Wang became the chairman of the Executive Yuan
and Song returned to the Ministry of Finance (he had left that position
during the short interval of the Sun Ke cabinet), the NEC was officially
reopened.®> Most of its members were representatives of the Jiangnan elite.*
In addition to Zhang Jia’ao, Wu Dingchang, Zhou Zuomin, and Yu Hede
(who had been members since 1931), bankers Chen Guangfu, Qian Xinzhi,
Ye Zhuotang, and Peng Xuepei were appointed in 1933 along with industri-
alists Liu Hongsheng, Rong Zongjing, Shi Liangcai,*” and Wang Xiaolai. Xu
Xinliu, representing the state’s taxation interest, was also a member.*3

The reorganization of the NEC reflected the division of labor that char-
acterized the early stages of the new Wang-Jiang government. The Wang
group attempted to keep Jiang at the head of the military while excluding
him from the NEC and many of the higher political bodies of the central
government, which were mostly controlled by the Wang group and other
members of the anti-Jiang coalition, such as Song Ziwen. The composition
of the cabinet had completely changed, reflecting the new political com-
position of the administration.” The economic administration of the gov-
ernment was thus filled with representatives of groups favoring civilian
(versus Jiang’s military) reconstruction consistent with Wang’s interpreta-
tions of the an’nei rangwai policy. Jiang’s position during this early stage of
the coalition was thus greatly weakened. He was confined to the military,
whose actions were, in turn, limited by the framework determined by the
civilian component of the new government. Jiang appeared to be in ex-
actly the position he had most strenuously avoided—under a centralized
budget system managed by civilians.

At this point Song began, once again, to search for independent funding
for the NEC in order to avoid dependence on the government’s still-erratic
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budget. In April 1933, Song left on a trip to the United States and Europe
accompanied by Arthur Young, the American financial adviser to the
Nanjing government. The official purpose of the trip was to attend the
World Economic Conference in London, but for Song it was mostly an
opportunity to seek financial support for the NEC.> While in Europe, Song
traveled to Geneva and arranged with the League of Nations to expand its
program of cooperation and to send a special technical mission, headed by
Dr. Ludwig Rajchman, to assist the NEC’s development plan.! Song also
worked to attract private foreign investment to China and to establish an
international consortium that was to provide long-term credit for industrial
and railway development. The project was to involve American, Italian,
English, and French businessmen, but excluded the Japanese.® Song hoped
to reorient the Chinese economy away from Japan’s influence by attempt-
ing to integrate it financially with the Western powers. In his pragmatic
way, and without the theorizing that characterized Chen Gongbo, Song
strove to build what Chen labeled China’s minzu industrial system.
Song focused his energy on the development of Jiangnan industries, which
at the time were among the strongest industries of native origin in China.
For Song, they represented the foundation of the modern Chinese
economy, and keeping them free from Japan’s influence was one of his
main objectives. The Japanese were very much aware of Song’s goals and
saw them as a direct threat to their own objectives. Their protests to the
Nanjing government over Song’s anti-Japanese policies ultimately con-
tributed to Song’s political marginalization. In 1934, in fact, under the
pressure of an infuriated Japan, Song was forced to resign from the
Ministry of Finance.

In May 1933, when Song was still firmly in control of the Ministry of
Finance, he traveled to Washington to negotiate a cotton and wheat loan with
the US Farm Board, prompting, once again, protests from the Japanese gov-
ernment. The loan granted the Chinese government a credit of fifty million
US dollars, four-fifths of which were to be spent on 600,000 bales of American
cotton and the remainder on American wheat. The loan was secured on
China’s customs revenues at 5 percent annual interest and was to be repaid
in three years. The Chinese government was to sell the American cotton and
wheat on the domestic market and to invest the profit in economic recon-
struction.®® Song was instrumental in obtaining the support of the League of
Nations and the US loan. His American education and his personal ties with
financial and economic groups abroad served to reassure officials that the
effort of Western nations would not be wasted. Accordingly, the NEC was
chosen as the selling agent of the American cotton and wheat and was to
control the use of the proceeds.>*
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Finally provided with independent funds, the NEC was ready to
expand its plans and to begin reconstruction at the national level. As
decided at the first meeting of its Standing Committee, the NEC would
focus on the development of the lower Yangzi River valley and, within that
area, the rehabilitation of those industries that required the least invest-
ment. This decision designated the Shanghai cotton and silk industries as
the privileged target for NEC assistance.”® Chen Gongbo had also desig-
nated this area as the center of his 1933 four-year industrial plan.>® Even if,
at a first glance, the NEC and the CCC appeared to be primarily working
to support agriculture, most of the agricultural activities focused on the
production of industrial raw materials.’” Even most of the public-health
budget was allocated to the improvement of agriculture by concentrating
on pest control. Funds for water navigation were mostly intended to be
used for the development and operation of the China Merchants
Steamship Navigation Company, which was brought under the control
of the NEC in 1934 to facilitate new strategies for the marketing and trans-
portation of raw materials and domestic goods.?® The absence of a signifi-
cant budget specifically devoted to industry cannot obscure the industrial
bias of the NEC and its focus on the development of the Jiangnan minzu
industry.

In addition, at its third meeting, the Standing Committee clearly stated
the productivist goals of the NEC and its commitment to urgent economic
nation building, echoing the plan of its new leaders—Song, Wang, and
Chen (who as the minister of industry was also a member of the NEC and ex-
erted much influence over it). At this meeting, the Standing Committee al-
located three-fifths of the American loan for the promotion of agricultural
and industrial production, two-fifths for currency reform, and no funds for
military purposes.” The Standing Committee also created guidelines for
the NEC and established the three main principles that were to inform its
work.® First was the determination to engage in reforms without delay, a
statement that revealed the three leaders’ frustration with Jiang’s priori-
tization of military affairs and repeated postponements of reforms. The
NEC’s 1934 Plan thus opened with a double pledge: reforms were to be
realized and not remain empty words, and all funds from the US cotton and
wheat loan were to be invested to complete large-scale national economic
reconstruction. The second principle was the centralization and national
integration of the economy. Last was the promotion of industrial produc-
tion.®! The new NEC reflected the main ideas on which the alliance between
Song and the Wang group rested: productivism, mobilization of and coop-
eration with the Jiangnan economic elite, centralization, and priority of
economic reforms over military action.
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Conclusion

During the Nanjing Decade the struggle between two competing
Nationalist strands of nation building split the government and the coun-
try at large, preventing the realization of a unified nation, which was the
heart of the Nationalist political program. Song Ziwen’s mobilization of
the Jiangnan economic elite, although intended to foster unity between
state and private economy, contained a divisive element, since he planned
to impose his reform agenda on the government and overcome Jiang's
opposition. In these years, economic reform, nation building, and political
factional struggle were so closely intertwined that it is impossible to discuss
one without the others. The modernization of the state was predicated on
the solution of the Nationalist leadership crisis. On the other hand, the
launching of nation-building reforms depended on the creation of a mod-
ern state capable of taking action in support of economic development.

The need for a strong state was rooted not only in the antiliberal
Nationalist approach to politics but also in the fundamental idea that eco-
nomic development was an integral part of nation building as well as a tool
for resisting Japan’s growing influence. Song Ziwen saw the development
of the Chinese Jiangnan minzu economy as a means to create a modern
China as well as to resist Japan’s imperialism. While Chen was outspoken
on this point and discussed it widely (although even Chen did not dare to
name Japan directly and limited his discussion to a generic threat of colo-
nization), Song, in keeping with his pragmatic style, did not publicize his
overall plan. His intent, however, emerges clearly from an analysis of the
reforms he attempted.

During the Nanjing Decade, building a modern government/state
seemed impossible, as the government was trapped in practices that had
characterized the warlord years and, before that, the imperial government.
Militarism and its control over finances were hard to overcome. At the same
time, the relationship between state and private economy appeared to be
following patterns developed in the late Qing Self-Strengthening period,
when reforms had been implemented by informal networks of officials and
private entrepreneurs, associations that were never officially recognized
by the imperial administration. The administrative centralization of the
Nanjing government, combined with a deep political rift at the higher
echelons of its leadership, encouraged the formation of similar informal
economic-political networks, a topic discussed at length in the next chapter.
It is, however, important to remark here that the ambiguity of the role of the
private industrial elite in the nation has been a characteristic of modern
China from the late Qing. The Nanjing Decade witnessed, arguably, the first
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significant attempt to clarify and institutionalize it. After being silenced by
Jiang Jieshi’s militarism and Mao Zedong’s radical Communism, the indus-
trial elite has inevitably reemerged with the reintroduction of a free-market
economy in the post-Mao years. The determination of today’s Communist
leadership to maintain a highly centralized government, still inspired by
the idea of democratic centralism, raises, as urgently as before, the question
of what role it is destined to play in China’s new economy and what rela-
tionship with the state the economy will ultimately enjoy.

Song’s reform attempts in the years before the inauguration of the
Wang-Jiang coalition testify to the wide appeal of Wang’s and Chen’s plan
for the development of China’s minzu economy. Its appeal did not rest
solely in its attempt to reverse Jiang’s militarization of government and
nation but also resided in the fact that it reflected an important political and
economic trend within the GMD. Rather than being an isolated and short-
lived manifestation of Chinese political thought in the prewar years, the
plan proposed by the Wang group represented a well-established Na-
tionalist political trend embraced by other civilian leaders, such as Song.
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CHAPTER 4

The Cotton Control Commission and the Corporativist
Organization of the Nation

In 1932, a year after its establishment, the NEC finally emerged as
the special agency originally envisioned by Song Ziwen. It had also
come to represent the Wang-Song alliance and the expression of the
civilian reformist faction that challenged Jiang during the Nanjing
Decade. Inspired by belief in the importance of the Jiangnan minzu
economy for China’s nation building, the NEC pursued, as one of
its most important tasks, the mobilization of this economic group.
In this respect, it was a novel kind of organization in the Chinese
body politic, since it aimed at institutionalizing the informal state-
private networks that had characterized Song’s political tactics
since 1928, as exemplified by the National Economic Confer-
ence. The origins of this type of network can be traced back to the
joint state-private (guanshang) reform formula initiated in the Self-
Strengthening period. At this time private businessmen had be-
come involved in developing China’s industries in cooperation
with local authorities as a means for achieving nationalist goals.
Zhang Zhidong’s formula of “saving the country with business”
(shiye jiuguo) rested on the assumption that a common interest and
duty linked state and elites and that both could actually profit from
cooperating. The most obvious example of such a strategy was the
China Merchants Steamship Navigation Company (Zhaoshangju),
established in 1872 by Li Hongzhang in cooperation with private
merchants as part of the Self-Strengthening reforms. This company
pursued both anti-imperialist and business goals. It competed with
foreign steamships, which at the time dominated the business, and
was supposed to be profitable for the entrepreneurs who spon-
sored and managed it.

(]
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The NEC can thus be considered a development of Self-Strengthening
reforms and business practice. However, its leaders combined this Self-
Strengthening heritage with contemporary corporativist trends that were
sweeping through Europe at the time. They organized the NEC according
to the principle of cooperative economy (hezuo jingji), a term that came to
denote cooperation between the state and the nation’s productive forces
as well as among groups in society, while also referring to a network of
cooperative societies that was intended to be the channel for the NEC’s
intervention at all levels of the economy (economic control). The idea of
cooperative economy was thus inspired by productivist and corporativist
trends in its focus on unity among producers and their mobilization.

Corporativism in China was rooted in Sun Yat-sen’s ideas of produc-
tivism and mobilization of the country’s productive forces. These notions
had influenced Song Ziwen’s original conception of the NEC and were
widespread among Nationalist leaders. Corporativism, however, emerged
in its most developed form in Chen Gongbo’s plan for the reorganization of
Nanjing’s economic administration, which was to be organized into “con-
trol commissions” (tongzhi weiyuanhui), each devoted to the reorganization
and mobilization of a specific sector. Chen planned the establishment of
six commissions, dealing with agriculture (nongye tongzhi weiyuanhui),
industry (gongye tongzhi weiyuanhui), commerce (shangye tongzhi weiyuan-
wei), transportation (yunshu tongzhi weiyuanhui), banking and insurance
(yinhang ji baoxian tongzhi weiyuanhui), and labor (lnogong tongzhi weiyuan-
hui).! The commissions were to act as the government’s higher economic
departments. Each commission would be organized into a centralized hier-
archical structure of subcommittees covering different aspects and indus-
tries in each sector.

Chen’s ambitious plan was never fully realized because of the short
duration of the Wang-Jiang coalition and Jiang’s increasingly effective
political opposition, which forced the Wang group to focus its reforms on
the NEC rather than on the reorganization of the entire government admin-
istration. The NEC (and the Ministry of Industry to a lesser extent), how-
ever, did establish a few corporativist agencies such as the CCC (the main
focus of this chapter) and the Silk Improvement Commission (cangsi gailian
weiyuanhui, hereafter SIC). The CCC and SIC were the only national-level
associations in their respective industries, and with the sponsorship of the
government, they each aimed at creating a unified body representative of
their productive forces, including industrialists, merchants, experts in the
rural production of raw materials, bankers, and union leaders.? The Standing
Committees of these commissions, residing in Shanghai, constituted the
decision-making leadership, while a network of cooperative societies orga-
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nized producers involved in all stages of the industry and ensured the
implementation of reforms decided by the Standing Committee. In this
way, the CCC and SIC were able to mobilize two of China’s minzu indus-
tries and extend its reforming arm to all stages of their productive process.

The notion that Song Ziwen supported a system of controlled and
planned economy might appear perplexing because of his fame as a cham-
pion of liberal capitalism in China. As mentioned earlier, however, Song’s
probusiness attitude was limited by the general antiliberal stance that char-
acterized Nationalist political and economic thought and by his fundamen-
tal wish to use the economy to create a modern China and resist Japan. In
addition, faced with chaos within the Nationalist political and administra-
tive structure in Nanjing, Song came to increasingly appreciate the poten-
tial of economic control as an effective means for centralizing, organizing,
and rationalizing economic decision making and implementation. When
he traveled to Washington in 1933 to negotiate the cotton and wheat loan,
Song found the United States in the midst of the Depression, the bank cri-
sis, and the beginning of New Deal policies. This experience probably influ-
enced him to adopt a policy of economic control in China, a step that he
might well have perceived as following the example of Western industrial-
ized nations and not in direct contradiction to capitalism.? Upon his return
to China, Song met with Chen Gongbo to discuss the establishment of an
economic control agency for the cotton industry within the NEC.# Soon
after this meeting, on October 13, 1933, during a speech in support of na-
tional economic reconstruction, Song officially introduced economic control
as part of the NEC program.®> At this time, he also published an essay,
“Telling the People about Controlling the Cotton Industry,” in which he
argued that the NEC had “the task of developing the national economy and
the responsibility of planning, as a whole, all aspects of economic enter-
prises linked to People’s Livelihood [minsheng shiye]. . . . It is specifically for
this reason that we establish control commissions.”® Song’s passage echoes
Chen’s ideas of how the goal of autarkic productivism justified control over
industries considered crucial for national salvation. This nationalist
approach led Song to argue in favor of “the concentration of power and the
planning of the various aspects [of the cotton industry]” in the hands of
the CCC.”

Both the CCC and the SIC embodied alliances that had already devel-
oped regionally and informally between entrepreneurs and government
officials. The CCC, for example, institutionalized the alliance between
Song and the Jiangnan elite that had existed since the National Economic
Conference of 1928 and had now extended to include Wang. The CCC thus
reflected the priority of industrial interests over the interests of other
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groups such as peasants and workers that had emerged at the time of the
conference. At the same time, however, it perpetuated the same ambiguity
about the character of the relationship between the state and private entre-
preneurs, leaving open the question of whether the CCC, and the NEC at
large, was a tool for controlling private entrepreneurs or for opening up
new venues for their participation in economic decision making. The out-
come depended on how the power relationships among all of the indus-
try’s diverse components would develop in the actual process of reforming
the industry.

Corporativism

To understand the complexity of corporativist thought in 1930s China,
it is important to reexamine the meaning of corporativism as an economic
and political system. According to the most general and widely accepted
definition, a corporativist system is characterized by the presence, at the
national level, of a single representative organization for each industry or
for each economic group, such as workers, businessmen, and farmers.®
These national organizations are recognized and legitimized by the gov-
ernment, with which they are, at least in theory, in a relationship of equal
partnership. Corporativist organizations are entrusted by the government
with carrying out or facilitating the implementation of state policies. The
state, in turn, acts as the supreme arbiter or mediator between groups
within the corporation and helps organize the relationships between them,
in its capacity as “the guardian of the common good, of a national interest
that supersedes the parochial interests of each sector.” What all forms of
corporativism share is a commitment to the idea that “consensus and coop-
eration are needed” for achieving a common goal or a national mission,
“in contrast with [the] divisive competition and conflict entailed by pluralist
interest-group models of organization.””

According to Gregory Kasza, most 1930s corporativist organizations
can be considered a form of “administrative mass organization” (AMO), a
model of mass mobilization that prevailed at that time worldwide, being
adopted by such totalitarian states as the Soviet Union, Nazi Germany, the
Italian Fascist state, and imperial Japan. According to Kasza, the AMOs
found their inspiration in the idea of military conscription, which came to
be extended to various groups in society according to gender, age, work-
place and industry, and place of residence. These organizations extended
from the grass roots to the national level in a pyramidal structure and were
used for mass mobilization and nation- or empire-building purposes.
Kasza uses, among others, the example of 1930s Japan, which he argues,
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used AMO:s in this manner “not only at home but also throughout their
Asian empire.” In Taiwan and Korea, for example, the Japanese authorities
established women’s organizations. They created the Harmony Society
(kyowaki) in Manchuria and “the New People’s Society (shinminkai) in
northern China, both intended to mobilize the local population against the
Chinese resistance. In China’s cities, the conquerors set up neighborhood
groups (which the Communists were to reestablish after 1949).”° Above
all the Japanese used corporativist organizations as part of their effort to
gain control over local economic resources during Japan’s occupation of Tai-
wan and mainland China."! One striking example of this strategy is the sys-
tem of “material control” established in Shanghai after 1937, examined in
chapter 7.

It is generally believed that Japan was the first Asian country to adopt
corporativism in the early twentieth century.> The Nationalists, however,
also used corporativist organizations in China in the 1930s.!* The GMD,
therefore, began experimenting with corporativism at roughly the same
time as Japan did. AMOs, in fact, came to be used not only for empire build-
ing but also for anti-imperialist purposes, as was the case with the NEC.
Corporativism in this case assumed a defensive stance, aimed at nation
building and resistance to foreign imperialism by mobilizing resources and
rerouting them in support of autarkic development and away from Japan’s
control. In its national-defense efforts, China thus applied very similar
strategies to those employed by Japan in its empire building.

In the years between the two world wars, although the political dimen-
sion of the corporativist state—such as gender- or age-based associations—
was crucial for ensuring the fascist or social-nationalist states’” control over
society, the corporativist organization of the economy constituted the real
core of their nation building. Through these economic AMOs they could
achieve a sweeping reorganization of the economic structure of the nation
because of their unprecedented ability to mobilize wide sections of society.
As Kasza has pointed out, corporativism was employed to “alter control
over the means of production. Decisions on ownership, investment, prod-
uct, prices, employment, and profit are the substance of economic power,
and many regimes have designed AMOs to change the way these decisions
are made.” The following are ways in which an AMO can increase state
control over production: “(1) By humbling workers’ interest groups, the
AMO can eliminate organized labor from economic decision making. . ..
The AMO can also check the power of landowners and private business.
(2) The AMO can redeploy labor between economic sectors. . . . (3) In order
to free capital for public investment, the AMOs can depress wages and
force savings. (4) Through education, competitions, and coercion, the AMO
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can raise the productivity and technological level of labor.”'* These were
some of the major goals pursued by fascist and social-nationalist regimes in
the interwar period. They were also shared by the CCC in China.
Technological improvement, higher productivity, repression of workers’
interests, and the encouragement of capital investment were basic objec-
tives of the CCC productivist approach.

The fact that Japan, Italy, and Germany all resorted to AMO-style cor-
porativist organizations in their nation-building efforts did not preclude
the development of significant differences in their corporativist policies.
Within the AMO category Kasza distinguishes three different patterns:
“The rightist pattern, in which both officials and big business gained influ-
ence; the Leninist pattern, in which officials alone gained influence; and the
power-sharing pattern, in which both officials and the AMOs” mass mem-
bership gained influence. Fascist Italy’s labor syndicates . .. illustrate the
rightist pattern, Soviet trade unions the Leninist pattern, and Yugoslavia’s
work collectives and Egypt’s agrarian cooperatives the power-sharing pat-
tern.”’® Kasza thus emphasizes that AMOs can develop in different ways as
a result of different power relations among the groups that they represent.
An increase of state control does not necessarily imply diminished power
of nonstate groups involved in the AMO. Various combinations of power
relations can occur, generating the three variations listed above. Kasza’s
model thus elaborates Philippe Schmitter’s classic discussion of corpora-
tivism, which distinguished between “authoritarian” and “societal” corpo-
rativism.!®

An analysis of corporativist thought in the 1930s reveals that different
trends of corporativism coexisted in a single country. If we look at Italy dur-
ing the Fascist years, for example, we find that different forms of corpora-
tivism competed within the Fascist camp. Alfredo Rocco advocated a form
of corporativismo dirigista (dirigistic corporativism). Rocco valued national
interests more than those of the individual citizen, thus establishing the
power and welfare of the nation-state as the ultimate goal of the Italian cor-
porativist organization. He also argued, however, that “the carrying out of
the economic functions can, generally, be left to private individuals. . ..
Nationalism requires the private organization of production, not because it
is weak vis-a-vis the interests of private entrepreneurs, but because that
system allows better results in economic production. Nationalism wants
private property of capital not for the interests of the owners, but because
it is only private property that allows accumulation of capital. We consider
entrepreneurs and capitalists crucial for national interests.”!”

Rocco’s model eventually prevailed over more radical models, includ-
ing the one supported by Ugo Spirito. Spirito advocated a corporazione
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proprietaria (ownership corporativism) that stressed state control over all
economic forces, including capital, leading to the creation of a bureaucratic-
totalitarian economic apparatus that can be identified with Kasza’s Leninist
AMOs.'® Spirito not only opposed workers” unions but also private prop-
erty, which he proposed to organize into property cooperatives. Spirito’s
final goal was to overcome the dualism between economy and politics,
guaranteeing the supremacy of a technical leadership aimed at realizing a
“programmed economy, which is the only means for overcoming the chaotic
nature of traditional liberalism.” Advocating industrialization ad oltranza (to
the bitter end)—a popular expression in Italian Fascist rhetoric—Spirito saw
the real obstacle to Italian industrialization in the fragmentation of the strut-
ture imprenditoriali (entrepreneurial structures) and in “an individualist and
anarchic habit.”?® The main task of the corporativist state, Spirito continued,
was “the disciplining of all productive forces of the Nation into a unitarian
organization.”? Spirito’s corporativism thus possessed a revolutionary and
Leninist nature that distinguished it from Rocco’s rightist model.

Spirito’s vision of corporativism was not realized in Italy. The Vidoni
Palace agreement of October 2, 1925, in which representatives of the state met
with those of the General Federation of Italian Industry (Confed-
erazione generale dell’industria italiana, hereafter GFII), marked the be-
ginning of new power relations in the Italian economy. As a result of this
agreement, labor organizations were deprived of any significant power,
industrial management strengthened its power within the factory, and the
GFII strengthened its authority over individual firms.?' In this way the
most powerful among the industrialists in Italy—organized in the GFII
under the leadership of such magnates as Agnelli, Olivetti, and Pirelli—
gained the upper hand not only over the workers but also over weaker
industrialists. The GFII was also guaranteed a position of more or less equal
power vis-a-vis the government. Mussolini favored Rocco’s approach to
corporativism over Spirito’s more radical plan and, on a more practical
note, was not in a position to challenge the powerful industrial interests
represented by the GFII. Thus, Italian Fascist corporativism largely fol-
lowed the rightist AMO pattern.

Appreciating the flexibility and diversity of corporativist trends around
the world is crucial to understanding the 1930s Chinese debate on “coop-
erative economy” and the many interpretations that it generated. Although
corporativism was embraced by most GMD leaders, it assumed different
meanings when pursued by different factions. In the 1930s we can distin-
guish two main corporativist trends within the Nanjing government. The
one that has been the focus of some previous research is that championed
by Jiang Jieshi. This model, described accurately by historians Joseph
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Fewsmith and Parks Coble, favored heavy state control over and regimen-
tation of the private sector and can be characterized as belonging to the
Leninist model.? The other trend, promoted by the Wang group, supported
a more equal partnership between state and private entrepreneurs and
more closely resembled Kasza’s rightist model and the form of corpora-
tivism realized by the Italian Fascist regime.

A Nation of Producers

At the base of corporativist thought is the imagining of the nation as
founded on its economy and formed by producers, rather than citizens or
soldiers, for example. The idea of a nation of producers implied a criticism
of the Communist perception that the nation was organized into economic
classes and attempted to go beyond this divisive view in order to promote
social and political unity. In 1924, Sun Yat-sen had already moved in this
direction. In his Principle of People’s Livelihood, he had attempted to
widen the notion of proletariat as the main force supporting the industrial
economy by arguing that various groups in society contributed to economic
production, not only “workers.” He included in the productive forces
peasants, technical personnel, people involved in running transportation,
inventors, merchants, and consumers. In this view, they all participated in
industrial production in different ways by supplying raw materials, con-
veying it to the factory, improving productivity, and creating a market for
Chinese goods.?® In this way, Sun tried to break down the opposition
between industrial workers and bourgeoisie and to encourage wide social
alliances under the aegis of the GMD.

The notion of a nation of producers (shengchanzhe) became widely
accepted with the increasing popularity of productivism and was embraced
by diverse political circles in 1930s China. The leaders of the Fujian fed-
eralist movement advocated the establishment of a federal system kept
together by only one common principle, “political power for the producing
masses.” Having formed a Producer Party (shengchandang), they promoted
as one of their slogans “Establish a Government of the Producing People!”**
This idea was also part of the Blue Shirts program, the goal of which was to
make everyone a producer in society, under their slogan “Nationalize,
Militarize, Productivize.”? Borrowing the idea of nation as an “imagined
community” from Benedict Anderson, one can argue that for these leaders
it was not a common language or ethnicity that constituted the glue of the
national community but its productive structure.?

Wang Jingwei and Chen Gongbo shared this vision. Their notion of
minzu economy and their productivist approach led them to conceive the
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nation as a community of producers working together for the greater good
of the country and overcoming group conflicts. “It is essential [for the sal-
vation of the Chinese nation] that different factors in production should
learn to understand one another,” Wang argued, advocating national
alliance and condemning social conflict.” To cooperate was the duty of
both the government and the people. “The Government . . .in economic
matters not only should not seek to work alone, but should go out of its
way to secure the understanding and co-operation of the people. ... The
Government must co-operate fully with the people and their organisa-
tions.”?® On another occasion, Wang stated: “The entire populace, from the
highest to the lowest level, must co-operate in attempting to realize the
national economic policy.”?

In the minds of many Nationalist leaders, therefore, the producers came
to represent the Chinese masses that needed to be mobilized, economically
and politically, and be directed toward their revolutionary, or just reformist,
goals. As was often the case with Nationalist China, agreement on political
issues was, at best, partial, reflecting the general political split of the GMD
leadership. A controversy also emerged over who was going to lead the
masses of producers and in what direction. Everyone was ready to evoke
Sun Yat-sen’s idea of “partyfying the masses,” claiming that the party was
the only political formation in China that truly represented the interests
of the nation and thus the only legitimate claimant to the leadership of
the Chinese population. Unfortunately, the nature of the party was not
yet settled and its political platform remained a point of conflict. As to be
expected, Jiang’s model of corporativism and mass mobilization differed
widely from that of the Wang group.

Cooperation or Economic Control? The Ambiguity of
“Cooperative Economy”

Harking back to Sun’s idea of partyfying the masses, Chen Gongbo
expressed particular concern for mass mobilization. It was important,
he argued, that the Chinese masses be mobilized for the correct nation-
building goals rather than harnessed for destructive purposes. For this
reason Chen believed that the GMD should hurry to place itself at the head
of mass organizations, a policy that, he complained, the party had aban-
doned to the Communists after the Northern Expedition. Even more dan-
gerous, he argued, was the GMD’s failure to mobilize the people in those
areas where the Communists were not present. In these areas, local petty
criminals, militarists, and bullies controlled trade unions and all sorts of
mass movements. Chen was thus concerned that mobilization was being
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channeled in the wrong direction, not only toward the divisive goals of
class struggle advocated by the Communists but also toward the equally
divisive support of warlords and other shady local-interest groups, among
which Chen most probably included more legitimate federalist and region-
alist trends that resisted the GMD'’s centralizing drive. The most negative
developments of all were the cases in which merchants working for foreign
firms—whom Chen called “compradors”—headed merchants’ associa-
tions. This was particularly harmful since these merchants were often
cooperating with imperialist economic forces and thus mobilized the
Chinese producers to achieve the exact opposite of the goals of the GMD as
they increased dependence on foreign imperialism instead of promoting
self-reliance. This phenomenon, Chen complained, undermined the revo-
lutionary goals of mass mobilization, which—following the spirit of the
national revolution promoted by the GMD since 1911—should be aimed at
unifying and strengthening the country against foreign imperialism.%

Wang Jingwei also stressed the revolutionary nature of mass mobiliza-
tion, which, he claimed, should bring the party and producing masses
together and allow them to keep bureaucracy, imperialist forces, and capi-
tal in check. “To prevent reconstruction from transforming itself into a tool
of imperialism or bureaucratic capitalism we must (1) train the masses to
rise and really participate in the government and (2) unify the party so that
it can really lead the masses and check on the government.”?! According to
Wang, then, the mobilization of producers should aim not only at resisting
imperialism but also at making sure that the government followed the
party line closely and did not betray its revolutionary goals.3? In his scheme
for mobilizing the masses, however, Wang assigned the minzu economy
a special position, as a privileged group deserving of special rights be-
cause of their contribution to nation building. The goal of the tutelage pe-
riod, Wang argued, was after all to train the people to exercise political
power.

Therefore, in the tutelage period, although the power to organize the gov-
ernment rests with the GMD, it is not possible to avoid [establishing]
institutions representative of the people. In the last few years, many com-
rades, relying on Fundamentals of National Reconstruction of the president
[Sun Yat-sen] ... have advocated the legal protection of private rights
[renmin siquan] and the gradual increase of their political rights in order

to realize democratic politics [zhuyi zhengzhi] 33

Although highly rhetorical, this statement reinforced Chen’s argu-
ment that the minzu producers should be allowed to form their own or-
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ganizations and to maintain a high degree of independence because they
could play an important role in developing China’s economy and helping
the government achieve autarky. They were thus to be treated differently
from those who supported foreign imperialism, such as compradors or
industrialists working with the Japanese. Although in reality many indus-
trialists, including those of the Jiangnan area, had had dealings with the
Japanese in the early stages of their career, Chen Gongbo was now deter-
mined to draw a clear line of demarcation between minzu entrepreneurs
and compradors. The latter would not be granted any autonomy and
would remain under the strict control of the government.

Like Song, Chen assigned a special place in the nation to the minzu pro-
ducers for a variety of reasons, ranging from a belief in their foundational
role in economic nation building to the desire to supplement the scarce
resources of Nanjing’s notoriously bankrupt government with private cap-
ital. Chen identified four sources of capital to mobilize in support of eco-
nomic nation building: capital raised by the state, special foreign funds
(such as those obtained through the American cotton and wheat loan),
funds jointly managed by government and private entrepreneurs (guan-
shang heban), and private-sector (renmin siying) capital, especially that of
China’s light industry. A few months later, in December 1933, in his article
“Telling the Chinese People about the Industrial Plan” (“Wei shiye jihua
gao guoren”), Chen argued that private banks should expand their invest-
ments in support of his plan, since, he believed, they had the cash to do so.
Private capital was also to play an important role in Chen’s plan for the
development of urban and rural areas. In urban areas private firms would
own all public utilities for twenty or thirty years, at which time they would
finally be nationalized. In rural areas private firms would help establish
cooperative producer societies at the village level. In addition, chartered
private companies would be formed to promote new agricultural tech-
niques to boost agricultural production.?

Such reliance on private business appeared as a highly exploitative
strategy on the part of the NEC. Anticipating criticism, Chen specified that
he was motivated not only by the government need to mobilize capital but
also by a desire to keep China’s vital minzu forces alive. As Chen wrote in
1933, all productive forces, including both capital and labor, ought to be the
target of government mobilization but, at the same time, should be allowed
to develop and be encouraged with proper legislation. “Productive forces
(shengchanzhe) still are productive forces and [policies which do not respect
them] will not only harm [their function as] production tools (shengchan
gongju) but also obstruct their vitality.” Wang echoed this idea in 1934, rea-
soning that, “in such circumstances, with the consolidation of the people’s
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strength, the national strength will automatically become consolidated.”*
Chen and Wang thus argued that the GMD, although placing itself at the
head of the corporativist organization of the economy, should grant private
minzu entrepreneurs considerable autonomy, since their participation as
active members of China’s corporativist organization was essential to the
expansion of its national economy and its struggle against imperialism.

How much Chen Gongbo’s statements in support of minzu entrepre-
neurs reflected a genuinely held belief is hard to gauge. Chen was aware
that the policies of economic control and corporativism harbored a latent
conflict with business interests and he acknowledged the “people’s re-
luctance.” Chen, however, believed that such diffidence was unjustified,
because the Wang-Jiang administration and Chinese businessmen ulti-
mately shared the same nationalist goals. Saving the nation and resisting
Japan’s economic penetration were important objectives of both groups.
Chen hoped that a sense of urgency about the fate of the nation (as well
as of their businesses) would finally cement cooperation between state
and business. “I hope the Chinese common man will consider the future of
China as well as his own and will rush to invest in domestic production.
The government, for its part, will offer not only plenty of guidance but also
protection and help.”% In reality, Chen continued, the businessmen them-
selves realized that the current economic crisis was driving them out of
business and therefore they were the first to call for a strong central gov-
ernment and its intervention in the economy.*” “Since the effects of the eco-
nomic depression began to be felt in China, they all, regardless of their
trade, have been looking for help from the state [guojia]. . . . Chinese indus-
trialists have also asked for state protection in such various matters as the
raising of customs duties on imports and reducing domestic taxation. [In
short, the development] of industry relies on political [reform].”?® Chen
struck the usual balance between high rhetoric and practical business con-
cerns, highlighting how the state and business relied on each other.

In spite of his efforts to reconcile the business elite with his policies,
Chen'’s view of corporativism was potentially threatening to the autonomy
of private entrepreneurs. Although industrialists had long been asking for
state support, they did not expect it to extend to the reorganization of their
businesses. They hoped, rather, that it would be limited to the implemen-
tation of favorable legislation, taxation, and customs duties. Chen’s idea of
state support for private industry was more comprehensive. He believed
that entrepreneurs were unable to take the initiative for reform. Above all,
he believed them to be fragmented and unable to come together to provide
leadership for economic development.® In such a situation only vigorous
action by the state could “save” them.
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Chen complained that “Chinese merchant organizations are inherently
unsound” and generally mismanaged their factories.** Chinese business-
men were still steeped in “familism” (jiazu zhuyi), that is, an excessive re-
liance on the family structure for the management of business, which cre-
ated a major obstacle to modernization. Appointments in the factories were
based, not on qualifications or skills, but family relations. As a result man-
agers rarely visited the factories and remained distant from the workers.
Familism and the consequent employment of unskilled managerial person-
nel were also responsible, according to Chen, for inadequate accounting
systems. Since factory managers were not appointed on the basis of expert-
ise, many knew little about accounting. These managers often failed to cal-
culate depreciation of machinery and at the end of the year divided up all
profits without allowing for depreciation or the accumulation of reserve
funds. For this reason debts piled up and factories quickly went out of busi-
ness.*! Such mismanagement, Chen commented, was ultimately responsi-
ble for retarding modernization.

Chen also lamented that industrial production in China still appeared to
be an extension of commercial operations rather than a specialized eco-
nomic activity. For example, because most merchants did not own the silk
factories but only commissioned their work, they did not care about the
state of machinery. Most of them regarded the silk industry as an invest-
ment opportunity and not an enterprise to be undertaken independently. If
the price of silk went up, they commissioned silk production at existing fac-
tories. If it went down, they simply stopped production and tried their
hand at another product. Government bonds could save silk merchants
but definitely could not save the silk industry, whose future ultimately
depended on its thorough reorganization.*?

Chen’s writing on the nature of cooperation between state and private
business reveals a certain amount of ambiguity in regard to the extent of
state control. This ambiguity was, however, matched by that of the NEC
entrepreneurs, who, in the 1930s, were struggling to define their role in the
nation amid a global crisis of liberal capitalism, escalating Japanese aggres-
sion (military and economic), and a Self-Strengthening heritage of respon-
sibility for modernization and nationalism.

The Cotton Control Commission’s Entrepreneurs

The entrepreneurs who participated in the CCC belonged to an economic
and financial group generally identified as the Zhejiang-Jiangsu group.*
Most of the members were involved in the cotton and silk industries in
Zhejiang and Jiangsu Provinces, which had developed through heavy
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reliance on Shanghai’s international market network.* These industrialists
began their careers in the provinces in the late nineteenth and early twenti-
eth centuries. Several ended up cooperating with provincial and county
officials and with new Western-trained scientists in reform projects aimed
at improving industrial production, introducing new technologies, and
expanding the marketing of industrial goods within the framework of Self-
Strengthening, whose spirit and goals continued to influence reforms
through the early years of the Republic. Their involvement in industrial
modernization extended through the first half of the 1930s.*® As the silk and
cotton industries developed, a trend toward vertical integration emerged.
By the late 1920s the number of families controlling the Zhejiang and
Jiangsu silk and cotton industries had sharply decreased.*® The manage-
ment of these powerful new industrial groups came to be characterized by
a blend of new and traditional patterns of economic and political behavior.
Traditional reliance on family members survived side by side with various
capitalistic innovations: new technologies, new forms of managerial organ-
ization, and new regulations aimed at raising the quality of raw material
and finished goods.

In her study of silk filatures in Wuxi, Lynda Bell traces the origins of the
1930s cooperation between the government and prominent silk factories,
embodied in the SIC, back to Self-Strengthening state-private reform net-
works. In this way Bell places the SIC in a tradition of economic modern-
ization begun in the late nineteenth century.*® In a similar fashion, the CCC
brought together, in a national organization, a group of mill owners,
bankers, and agriculturalists who had long been engaged in reforming the
cotton industry in collaboration with local authorities.

Bell clearly traces back to the Self-Strengthening movement the basic
network that came to constitute the SIC, showing that participation of pri-
vate business in this government-sponsored agency was restricted to se-
lected groups who had a long history of involvement in reforms carried
out in cooperation with local authorities. A key figure in the trend for re-
form of silk filatures in the Wuxi area was Xue Shouxuan. In addition to
creating modern silk filatures, Xue established the Sericulture Affairs
Office (canshibu) in 1903, built egg hatcheries, organized cooperative so-
cieties “promoting extension work and sale of eggs,”* and carried out
a series of reforms very similar to those later implemented by the SIC.
Not surprisingly, Xue became a member of the SIC as soon as it was
established in 1934.

The CCC followed the same pattern and privileged the Zhejiang-Jiangsu
financial and industrial group over others. This group of businessmen had
led local reforms, as noted in the previous chapter, and been allied with
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Song Ziwen since 1928, identifying him as the protector of its interests in
Nanjing. This privileged alliance was based not only on a shared interest in
economic modernization but also on the prospect of a mutually beneficial
long-term political relationship. While the businessmen expected participa-
tion in national reconstruction, state protection, and new business oppor-
tunities, Song tried to mobilize them for political support, cajoling them
into supporting government bonds and paying higher and higher taxes.
Song was crucial in ensuring the participation of Chen Guangfu and other
private entrepreneurs in the CCC. Because Chen Gongbo did not enjoy an
equally productive relationship with the Zhejiang-Jiangsu economic elite,
he had been unable to gain their support through the Ministry of Industry,
as he complained in 1936.%° It had only been through the NEC, officially
Song’s agency, that he had been able to obtain their participation in his
reform plan.

By 1928 most of the industrialists of the Zhejiang-Jiangsu region had
moved their headquarters to Shanghai’s foreign concessions, the heart of
China’s business life, where they would be protected, to some extent, from
political and military turmoil. Foreign police stationed there even offered
effective protection against social unrest and the activities of labor move-
ments. In Shanghai they adapted to the new political environment marked
by the establishment of the Nanjing government and the emergence of
national, rather than provincial, politics. Industrialists and bankers brought
with them patterns of managerial and economic behavior developed dur-
ing the early stages of their economic success in the provinces.5! As Bell has
argued in her studies of Wuxi, the Jiangnan elite transferred their practices
of cooperation with political authority and patronage to the new national
arena, expecting support and recognition for the role they played in China’s
economic development and modernization.”’ Having been politically
active at the local level before 1927, the Jiangnan industrialists were now
willing to participate in the political and economic reconstruction of the
country and were seeking representation. Particularly active were the Rong
brothers, Rong Zongjing (later a member of the CCC) and Rong Desheng,
owners of the Shenxin cotton mills and the Fuxin wheat mills and among
the most prominent cotton mill owners of the Wuxi and Shanghai area. The
Rong brothers had been involved in industrial reform since the early years
of the Republic and continued their involvement after the establishment of
the Nanjing government. They “were favored participants in the constella-
tion of Guomindang commission, committee, and model districts that sin-
gled out certain key industrialists in the Yangzi river delta region for more
direct involvement in government policy-making with respect to indus-
trial development.”* Similarly, industrialist and agriculturalist Mu Ouchu
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(styled Xiangyue; a future member of the CCC) had a history of collabora-
tion with local officials in cotton improvement programs. Upon his return
to China from the United States, where he studied agriculture, Mu became
involved in early experiments in cotton growing and quality improvement
while at the same time opening up cotton yarn factories. His fame was such
that he was called the “giant of cotton yarn.”>

Conscious of being the major source of financial support for Nanjing,
the Zhejiang-Jiangsu entrepreneurs hoped the government would fulfill
their expectations regarding China’s political consolidation, implemen-
tation of reforms in support of industrial development, protection of
Chinese economic interests against foreign penetration, control of the
growing Communist-led Chinese labor movement, and recognition of the
rights of private capital. This group had thus rallied around Song Ziwen at
the time of the National Economic Conference (1928) and lobbied the
Nanjing government in support of his reform plan. In 1932 they were even
more motivated to seek government support due to the growing effects of
the Great Depression. In addition, the general crisis of liberal capitalism
and the widespread feeling of distrust of capital, together with mounting
pressure from Japanese economic imperialism, further encouraged private
businesses to seek connections and cooperate with the government.
Cooperation in government reconstruction programs and privileged con-
nections with GMD leaders in Nanjing, in fact, could offer excellent busi-
ness opportunities.

The development of the Jiangsu-Zhejiang economy had not only pro-
duced cotton and silk industrialists with a modernizing and capitalist men-
tality but also a group of enterprising new-style bankers. Chen Guangfu
was among the first bankers to turn to industry for investment and to par-
ticipate in the rehabilitation of production of agricultural raw materials for
manufacturing. The Shanghai Commercial and Savings Bank’s involve-
ment in Chinese industry had started as early as 1916 when it first extended
credit to a cotton mill in Wuxi. Soon it specialized in the cotton and wheat
industries and, in 1919-20, built close business relationships with Rong
Zongjing and Rong Desheng. Cooperation with the Rong brothers in pur-
chasing foreign raw cotton and wheat with letters of credit allowed Chen
to expand the bank’s activities into the area of foreign currency exchange
and international marketing. As the volume of the bank’s business
expanded so did its involvement with the textile industry. Chen, however,
did not limit himself to this sector and, pursuing the opportunities created
by the Yangzi River flood of 1931, expanded his business in rural credit,
thus starting his partnership with Song Ziwen.
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In 1925, having risen to a position of prominence in Shanghai, Chen
Guangfu was elected to membership in the city’s provisional government.
In 1927, when Jiang Jieshi arrived in Shanghai, Chen and the Shanghai
merchant Yu Hede organized the Jiangsu and Shanghai Financial Com-
mittee—chaired by Chen—which offered Jiang three million yuan in ex-
change for Jiang’s protection against the Communist-led labor unions.*
Chen’s loyalty, however, seems to have shifted to Song Ziwen soon after
the Nanjing government was established, reflecting the general disap-
pointment of Shanghai businessmen with Jiang.”” With Song, Chen shared
a feeling of urgency for reforms, as well as a similar view of the nature of
China’s modern economy. Like Song, Chen had tried to use his interna-
tional ties to attract foreign capital to China in order to reorient it away
from Japan. In 1931 he thus established a joint Sino-British venture, the
Baofeng Insurance Firm.%8

Chen Guangfu, the Rong brothers, and Mu Ouchu exemplified the
“modern” reform-minded Jiangnan entrepreneurs. Along with other urban
industrialists, they believed it was necessary to promote “modern” busi-
ness and eliminate “feudal” business practices that were holding China
back. Chen Guangfu, for example, distinguished between two kinds of
businessmen: those who were eager to carry out much-needed innovations
and were involved in production and those who continued along tradi-
tional lines and insisted on limiting their activities to speculative and com-
mercial business.” Chen’s view on this issue reflected his productivist bias,
a trait that he shared with Song and the leaders of the Wang group. Chen
prided himself on being an innovator, a pioneer of modern banking in
China and Western-style efficiency, and a promoter of Chinese industry.®0
Reforms were thus accepted in this nationalist and modernizing spirit even
though they might require the intervention of the state. In June 1933, four
months before the establishment of the CCC, Chen published an article
denouncing the evils of liberal capitalism and advocating the government’s
“jurisdiction over production, consumption, and transportation” in order
to achieve the rationalization of the Chinese economy.

Under the capitalist system there are all kinds of conflicts because every-
one goes after his own good. . . . Under the capitalist system, for example,
we permit A to open a shop. Then we cannot deny the same permit to B
and C (all three open barber shops) although this has a bad influence not
only on A’s business but also on the business of B and C—because supply
exceeds demand. If we go on like this, business will keep declining, going
bankrupt. Opening all those competing shops is a suicidal policy.*

119



120

Chapter Four

Chen was strongly in favor of economic control as a means for planning
national production and demand.

On the one hand, [economic control can] balance gains and losses. On the
other hand, it can] totally eliminate any form of irrational economic activity
and also completely abandon contradicting and conflicting economic
organization inspired by the pursuit of personal profit. Thus, as the core
of the social system, we can substitute the entire society—that is, the
entire country—for the individual. This is a first step in realizing

economic control.%?

Based on these observations, Chen questioned the role of capitalism
in the world economy after World War I. As did many other economists in
China, Chen believed that all countries would eventually abandon liberal-
ism and adopt some form of controlled economy. While Chen Gongbo and
Fang Xianting regarded Roosevelt’s policies as exemplary of new trends in
government intervention, Chen Guangfu preferred to refer to a banker and
businessman like himself to illustrate his idea: “Economic control and
democracy are the most fashionable slogans of the last few months. In real-
ity in Europe during the Great War, economic control was already advo-
cated by Walter Rathenau and it has already yielded adequate results.”%
Walter Rathenau, the progeny of a rich and powerful German Jewish fam-
ily, attempted to answer the criticism of Socialist activists by expanding on
his view of the role of industry and capital in society and on the relation-
ship between industry and the state. Rathenau devised his own version of
productivism in which the expansion of production was integrated with
the education and moral improvement of the masses.

Rathenau’s vision was not just a personal eccentricity; it reflected an
international trend most notably represented in the United States by John
D. Rockefeller Jr. The American millionaire was dedicated to the edification
of the masses, and his sense of social responsibility led him to embrace phi-
lanthropy on a large scale.®* After World War I, Rathenau became the min-
ister of reconstruction and foreign affairs for the Weimar Republic. In this
capacity he drafted a plan for an industrial society that combined some
aspects of socialist state control while preserving freedom for private enter-
prise. Rathenau was murdered in June 1922 by a political fanatic close to
the army and was never able to realize his plan.®® The problem was not only
the fact that Rathenau was Jewish and thus represented an entrepreneurial
group that could not survive in Germany after the ascent to power of the
Nazis but also, under the new regime established by Hitler, German indus-
trialists came to be increasingly under the control of the militarized state,
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precluding any leadership role for industrial magnates. In the late 1920s
and early 1930s Germany also witnessed a heated debate on corporativism,
the autonomy of business, and the limits of state intervention. Conflicting
trends competed within the Nazi Party, much as they did within the Italian
Fascist regime and the GMD. The groups linked to the theorist Othmar
Spann favored a form of societal (or, following Kasza’s categorization,
rightist) corporativism. By 1934, however, Hitler and his supporters had
succeeded in depriving the state corporatist organization of actual power,
transferring it to a new economic administration based on a structure of
controlled economy, which firmly established the state authority at all
levels of the economy. The new economic structure of the Nazi state—
which came closer to Jiang Jieshi’s notion of corporativism—although
corporativist in nature (comparable to authoritarian or Leninist corpora-
tivism), avoided the term “corporativism,” which had come to be associ-
ated with the notion of shared authority between the state and large busi-
nesses in all economic matters.%

It is clear that Chen Guangfu identified with Rathenau and shared his
concern for the future of capitalism and its role in modern society. Chen
believed that capitalism needed to develop new forms in order to adapt to
new world developments and to survive the current crisis. Extensively
quoting from the book Capitalism to Survive Must Have New Ideas, by
Malcolm Forbes Sr., American millionaire and founder of the magazine
Forbes (1917), Chen argued that the new mission of industrialists and fi-
nanciers was “to serve society” ( fuwu shehui). Such an “adjust[ment] to the
new trends of the period” was society’s only hope for survival.¥’ This
should thus constitute, according to Chen, the new model for China’s
industry.

Chen Guangfu anticipated the concerns of the other businessmen who
participated in the CCC. In his address at the first meeting of the CCC, he
denied that supervision of industry by the CCC would amount to nation-
alization. The CCC would intervene to stabilize prices, coordinate finances,
and reduce speculation, and on specific occasions, the government would
use its power to force changes when individuals refused to make them vol-
untarily. Ultimately, however, the CCC would allow private capital to
thrive.%

Chen Guangfu gave voice to the hopes of many in the Shanghai business
community. In 1934 the prominent banker Lin Kanghou, secretary general
of the Chinese Bankers Association and chairman of the National
Merchants Association, was concerned with economic cooperation and eco-
nomic control. Harking back to China’s long tradition of rural mutual-aid
societies, Lin contended that foreign imperialism had destroyed the
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original character of the Chinese economy and imposed its own version of
a utilitarian economy upon it. Because of this, China needed to develop a
system of cooperation between state and private business based on eco-
nomic control and cooperative societies and in this way return to the orig-
inal spirit of the Chinese economy. Lamenting the state of contemporary
business, he wrote:

Today’s economic system is not for the people but for the sake of

money. . . . Seeing this, various countries are trying to solve the crisis
through economic control, regulating production and consumption.
Economic control means planning the economy, producing for consumer
needs. An improvement of the economic system cannot be undertaken by
the government alone but must be carried out with the experience and
assistance of the people. Therefore, progressive countries have organized
cooperative societies in order to make the people responsible and to real-

ize a mutual-aid system.®

Although Lin was not a member of the CCC or of the Zhejiang-Jiangsu
group, he held a prominent position within the Shanghai business commu-
nity. His statements on economic control reflect the depth of the crisis of lib-
eralism in China’s most prosperous treaty ports, revealing that the views of
the members of the CCC entrepreneurs were not unique in the Shanghai
business environment. They were, however, distinct in a few fundamental
ways: their industrial outlook, modernizing drive, and involvement with
government-sponsored reform.

From this point of view, the Zhejiang-Jiangsu entrepreneurs represented
the first “national” industrialists because they went beyond local or sector
associationism to promote the importance of industrial development in mod-
ern nation building. The worldwide crisis of liberal capitalism certainly
played a major role in making Chen Gongbo’s plan attractive to the private
entrepreneurs. His plan, however, addressed the problems experienced by
the industrial modernizing elite themselves.

The CCC thus mobilized all parts involved in the cotton industry who
appear to possess minzu and productivist qualities. Merchants who dealt
with foreign economic firms, generally labeled with the negative appella-
tion of “compradors” (maiban), were excluded because their economic
activities were antithetic to the CCC’s anti-imperialist goals. Merchants in
general were excluded because they were identified with speculative activ-
ities rather than production, and the CCC planned to replace them, in the
long run, with cooperative marketing societies, which were supposed to
more closely follow productivist goals. In the productivist atmosphere of
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1930s China, merchants were, in fact, perceived as parasitic middlemen,
hindering the modernization of the industry, as discussed in the next chap-
ter. For this reason they were not considered part of the minzu economy.

Private business in the CCC was thus represented by modern industrial-
ists, bankers, and scientists who shared many of the same ideas advocated
by the NEC’s leaders. The CCC was a site for real cooperation between state
and private economy, or at least the urban industrial sector. Still, much
ambiguity remained on the issue of state control and how far the entrepre-
neurs were willing to go along with the reforming vision of the NEC'’s lead-
ers, a topic that is taken up in chapter 6.

The Cotton Control Commission and the Rightist Pattern of
Corporativism

The membership of the Standing Committee of the CCC—its real center of
power—drew together the various elements of the broad productivist com-
munity that had gradually developed in Jiangnan. The Standing Committee
was composed of representatives of three main interest groups. Private
business was represented by cotton mill owners Li Shengbo (owner of the
Dazhonghua, Dawan, and Dashachan cotton mills) and Tang Xinghai, who
was closely linked to Chen Gongbo (having sponsored Chen’s studies at
Columbia University), and by banker Chen Guangfu, the chairman of the
CCC.® The state was represented by the director of the Consolidated Tax
Division of the Ministry of Finance, Xie Qi (styled Xie Zuokai), who would
ensure that the state share the benefits resulting from the development of the
cotton industry. His presence reflected Song Ziwen’s idea that the new
industrial sector was to be the base of China’s finances, namely, its tax base.
Song had been one of the most active promoters of the new tax, called the
Consolidated Tax, that was specifically designed as a unified national tax to
replace the local lijin tax and to tax China’s emerging industrial sector.”!
Official interests were also represented by Ye Zhuotang, a banker and
member of the board of directors of the China Merchants Steamship Navi-
gation Company.”> From 1911 to 1927 the China Merchants Steamship
Navigation Company was under the exclusive control of Shanghai com-
mercial authorities and ended up opposing the GMD during the Northern
Expedition, preferring to side with local warlords.” Ultimately, the com-
pany was brought under the control of the NEC in 1934. The presence of
Ye Zhuotang on the Standing Committee was thus emblematic of both
the potentially intrusive reach of state intervention in the private economy
and the impossibility of drawing a clear line of demarcation between state
and private interests. The CCC Standing Committee also included the
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agriculturalist Zou Bingwen, who represented the third group: experts
focused on ensuring technological innovation. A member of the Science
Society and founder of the magazine Science, Zou was a pioneer in agricul-
tural extension reforms and was also director of the Agricultural Bureau of
Chen Guangfu’s Shanghai Commercial and Savings Bank.”*

The CCC regular membership reflected similar interests and was com-
posed of mill owners Rong Zongjing,” Guo Xun, and Nie Lusheng; the
general manager of the Bank of China, Zhang Jia’ao (styled Gongquan);
and the director of the Foreign Exchange Office of the Bank of China, Bei
Songsun (styled Zuyi).” The regular membership also included prominent
cotton industrialists and cotton cultivation experts Mu Ouchu and Sun
Enlin (styled Yushu), who also served as the director of the CCC’s Central
Bureau for the Improvement of Cotton Production (zhongyang mianchan gai-
jingsuo).”” Representatives of governmental and party agencies were also
included in the CCC’s regular membership: He Bingxian, director of the
International Trade Office of the Ministry of Industry; Wu Xingya, a mem-
ber of the Shanghai branch of the GMD and director of the CC clique (the
GMD group headed by the brothers Chen Lifu and Chen Guofu, who
worked closely with Jiang Jieshi) in Shanghai;”® Chen Bozhuang, a member
of the Legislative Yuan; and Liu Yinfu.”

The only link with labor unions was the presence of Du Yuesheng in the
general membership. Du was the main leader of the Green Gang (gingbang),
which was the most powerful secret society and organized-crime group in
Shanghai. The Green Gang had been developing ties with the Nationalist
government since 1927. Du had started as a small-time thief but had evolved
into a successful businessman and prominent personality in the local eco-
nomic and political community. His illegal activities, mostly opium deal-
ings, were carried out under the guise of his new respectability. When Wu
Xingya, who was believed to be a member of the Green Gang, arrived in
Shanghai as the head of the local organization of the CC clique, Du and Wu
became very close.® The two successfully cooperated in the resolution of
labor unrest, such as the 1932 anti-Japanese strike wave and the May 1932
postal workers” strike.®! Du’s new respectability took on an official aura dur-
ing the Japanese attack on Shanghai in 1932. On that occasion, Du served
side by side with some of Shanghai’s most prominent personalities in many
of the local organizations created to fill the vacuum left by the disintegration
of the local GMD administration.®?

Although Du was also a cotton mill owner and banker, his presence in
the CCC reflected, above all, the CCC industrialists’ need to control labor.
In the 1930s, Shanghai workers were particularly active and, under the
leadership of the Communists, launched a series of strikes. Even if the
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strikes did not produce noticeable improvements in the conditions of the
workers—due to repressive measures adopted by industrialists and politi-
cal authorities—they created considerable trouble for industrial manage-
ment and raised the specter of future uprisings. In the 1930s, having
displaced the Communist union leaders, the Green Gang came to exercise
unchallenged control over unskilled labor in the Shanghai area. In the
process Du gained fame as an efficient labor representative and mediator of
labor disputes. Du’s actions were not always at the expense of the workers.
On certain occasions, Du found himself defending the rights of workers
against both management and political authorities. Green Gang labor activ-
ities were sometimes in opposition to those of the GMD unions, and the
labor disputes of the 1930s were generally complicated by the interplay of
several actors, including the Green Gang, the CCP, the GMD unions, and
the industrialists. Du became an indispensable mediator, earning money
and respectability in the process.® The presence of Du Yuesheng and Zhang
Xiaolin—the other important leader of the Green Gang and the man who
had supported Du and supervised his rapid rise through the Gang’s ranks—
in the CCC suggests the importance that the CCC placed in disciplining the
cotton labor force.

The CCC attitude toward labor was not just a result of political conser-
vatism but also of the fear that production would be disrupted by frequent
strikes, thus hindering the CCC’s productivist goals. Peasant and rural
interests in general were also completely ignored by the CCC. Its only
members working in the rural areas were agriculturalists, such Mu Ouchu
and Zou Bingwen, who came from urban industrial backgrounds and
approached rural reforms from the point of view of improving supplies of
raw material for industrial production. In comparison with peasants and
workers, and even rural landlords, the modern economic elite held a priv-
ileged position within the corporativist organization of the CCC. In general,
the CCC was poised to realize the model of corporativism that Kasza labels
“rightist” and associates with the Italian Fascist regime.

The Cotton Control Commission and the Debate on Civil Society

The corporativist nature of the CCC and the intricate network of interests
described above reveal the inadequacy of Western-centered theories of the
relationship between state and society in an attempt to explain the CCC.
These theories are generally based on the idea that state and society have
intrinsically conflicting interests. As a consequence, societal groups are
thought of as generally engaged in a struggle with the state in an attempt
to defend their autonomy. Inspired by this dichotomist view, Western
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historians, most prominently Parks Coble and Marie-Claire Bergére, por-
trayed 1920s and 1930s Chinese “capitalists”—their term for describing the
elite linked to the emerging industrial economy—as united by the common
interest of resisting the Nanjing government’s interventionist aspirations.?
At the same time, they represented the Nationalist government as largely
in agreement in its desire to control, even to outright nationalize, private
business. In their influential books on politics and business in Shanghai,
Coble and Joseph Fewsmith identified economic networks that connected
groups in the government with groups in the private economy, but they
viewed them primarily as marks of factional struggle fueled by personal
economic and political motivations and as channels for corrupt practices of
“bureaucratic capitalism”—that is, officials” use of governmental positions
to help the private business to which they were directly or indirectly con-
nected.®® The Republican period on the mainland has come to be particu-
larly infamous for this corrupt practice. Although these networks seemed
to run across the dividing line between state and society and to fragment
the government, as well as private business, into competing groups, the
main interpretive approach throughout the 1980s remained the paradigm
of conflict between state and private economy:.

This perspective was encouraged by the work of the German philosopher
Jiirgen Habermas on the emergence and transformation of civil society in
Europe 8 Habermas identified the development of a public sphere in eigh-
teenth-century Europe as a sign of modernization and democratization of the
body politic. Motivated by the desire to prove that Chinese society had not
been dozing before Western imperialism came to awaken it—an argument
supported by much pre-1980s scholarship—China historians such as William
Rowe, Mary Rankin, and David Strand focused their work on the rise of
merchants or other interest-group organizations in the late imperial period.
Following Habermas’s paradigm, they argued that these organizations
brought about a separation between state and society, generating a genuine,
although embryonic, public sphere. They could thus argue that Chinese soci-
ety had experienced the same changes, although to a lesser degree, that had
marked the modernization of Western Europe.?” These studies generated a
heated debate on the existence of a public sphere in China and the applica-
bility of Habermas’s model to the study of Chinese history. Among the most
vocal critics were historians Frederic Wakeman and Philip Huang.

Wakeman denied that a public sphere had ever had the opportunity
to develop due to the totalitarian nature of the Chinese state.® Huang,
instead, confined his criticism to the use of Habermas’s model in Chinese
history, pointing out that Habermas himself had stressed that his study was
limited to the European experience in the eighteenth century. Huang thus
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proposed a new interpretive framework based on the idea of the existence
in China of a “third realm” between state and society. According to Huang,
it was especially in the Republican period that this third realm expanded,
creating an arena for joint elite-state action. He identified “water control,
road maintenance, philanthropy, academies, dispute mediation,” as well as
“new activities of gentry and merchant elites, and especially the reform-
minded among them,” as an emerging intermediate space between state
and private spheres. Huang further stated that “with these changes the
third realm became more institutionalized. The activities of gentry and
merchant elites found expression in new institutions that ranged from the
semiofficial bureaus of public works to ‘self-government bureaus.”” In spite
of the uneven and volatile nature of the development of a third realm in
China (Huang himself conceded that some of the new third-realm institu-
tions represented a mere process of bureaucratization while others revealed
new trends of privatization), Huang identified the growth of joint state-
private institutions in Republican China as “a part of the process of mod-
ern societal integration” and “the continued working together of state and
society in the third space between them.”®

An analysis of the CCC further complicates the debate over the relation-
ship between state and society in the Republican years. On the one hand, it
confirms Huang’s argument of the development of a “third realm” in the
Republican years. The corporativist trends that marked these years indeed
had the ideological goal of creating a new space between state and society
on the basis of common interests. On the other hand, we cannot place the
CCC squarely within the third realm. Cooperation among CCC groups
shifted on specific issues and alliances remained flexible, materializing and
dematerializing case by case. The same institution constituted a place of
cooperation but could also turn into a site of conflict according to circum-
stances, as testified by the CCC'’s difficulty in reforming factories’ manage-
rial practices, discussed in chapter 6. The CCC’s experience also reveals the
unevenness and limitations of the trend toward the development and grad-
ual institutionalization of a third realm in 1930s China. It, in fact, shows
how its uncertain future depended both on a clarification of the idea of the
state’s functions and on the success of the Nationalist civilian reformist
strand against the more totalitarian and statist nation-building model pur-
sued by Jiang. The Wang group’s corporativist organizations would have
allowed the development of organizations such as the CCC that had the
potential to become the expression of Huang’s third realm. Jiang’s idea of
corporativism—inspired by the one realized in Germany after 1934—on the
other hand, would have led to its suppression because it would have led to
the more totalitarian form of corporativism.
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In this uncertain background, Coble’s and Bergeére’s assessments of the
conflicting nature of the relationship between private economy and state
were a result of their focus on the economic reforms led by Jiang in late
1935, following the defeat of the Wang-NEC group. Historian Richard
Bush, however, writing on the Jiangnan cotton industry before 1935, con-
cludes that the cotton industrialists had a strong hold on Nanjing and were
able to manipulate the government to their advantage.” The divergence in
the conclusions of these historians reveals the inconsistency in attitudes
toward private business among groups in the government rather than a
problem with these historians’ research. Their assessments are, in fact, all
accurate and only need to be integrated into the wider picture of political
division that characterized the prewar Nationalist regime.

Conclusion

The popularity of the ideas of corporativism and of a “nation of producers”
underscores the importance of economic thought in the construction of
national identity in prewar China. The nation was, in fact, envisioned as
being composed of economic actors, united by their common goal of increas-
ing production and saving the nation. In addition, the economic function of
Chinese citizens defined their positions in the nation. Contributors to na-
tional production were allowed to participate in the national enterprise on
the basis, at least theoretically, of equality and freedom. The idea of minzu
economy was not just a rhetorical device but found concrete expression in
the way the Nationalist government shaped its relations with socioeco-
nomic groups—which economic actors it privileged and which it marginal-
ized. “Nonproducer” citizens, such as merchants and compradors, and indus-
trialists whose commitment to modernization and nation building did not
match the objectives of the NEC’s leaders were confined to the margins of the
minzu economy and subjected to state control.

The idea of a nation of producers assumed a distinctive meaning in
China, where it became associated not only with productivism, as it was
in most Western countries, but also with anti-imperialism. Corporativist
trends in China were influenced by the country’s distinctive situation. Be-
cause of the presence of foreign enterprises on Chinese territory, national
borders did not define the boundaries of the national economy. Cor-
porativism could not follow geographic logic but needed a powerful criter-
ion of exclusion from citizenship based on each individual’s position with
respect to the minzu economy.

Although anti-imperialist, and specifically anti-Japan, the minzu corpo-
rativist organization of the CCC took inspiration from trends that had
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developed in Europe and Japan. It was, in a sense, the case of using impe-
rialist modernity to resist that same imperialism. It thus combined an
inward-looking autarkic logic of nativism (minzu) with a cosmopolitan
approach to modernization. In other words, the Chinese leaders considered
modernity to be essentially cosmopolitan, although it was used as a
weapon for achieving autarkic isolation. This tension between China’s par-
ticipation in worldwide trends and its domestic goals characterized
Nationalist thought and policies, which were, in fact, generally the result of
the encounter of domestic late Qing trends with theories that reached China
from the West (at times through Japan itself, the very target of China’s anti-
imperialism). The origins of the idea of the state’s cooperation with the pri-
vate economy can be traced back to the Self-Strengthening period. At this
time joint state-private (guanshang) interests became involved in economic
reform aimed at the modernization of the country, motivated by the same
combination of nationalism and economic interests that would characterize
the CCC in the 1930s. From this perspective the CCC and the NEC were a
continuation of the pattern of reform originating in the late nineteenth cen-
tury, although with some significant differences. Similar to the CCC’s
reform strategy, the Self-Strengthening guanshang reforms were a response
to the state’s lack of capital and the desire of reform-minded government
officials to tap private funds. In both periods the government created incen-
tives to encourage private investments in modern industry. The guanshang
partnership, however, had allowed much more independence to private
entrepreneurs than did the CCC’s, since, although supported by the state,
the guanshang partnership was not subjected to a highly centralized system
of controlled economy. By the 1930s the idea of the state and its functions
had undergone dramatic changes. The Nanjing government pursued polit-
ical and economic centralization to an unprecedented degree. In their
encounter, guanshang and corporativist trends modified each other, leading
to the CCC’s attempt to institutionalize the unstructured relationship
between business and government to create a modern political system—
corporativism.

The CCC’s corporativist organization inherited much of the confusion of
state and private resources dating back to the late imperial period and its
potential for bureaucratic capitalism, an issue addressed at length in chap-
ter 6. It is important to emphasize here that, although a certain number of
corrupt practices linked to bureaucratic capitalism can be found in the
CCC, and the NEC at large, the CCC must be placed within the wider con-
text of changes in state-society relationships and the efforts by groups
within the GMD to institutionalize them. From late Qing to 1935, networks
of bureaucratic capitalism were an integral part of emerging economic and

129



130

Chapter Four

political strategies. These networks provided channels for cooperation
between the government and private economic circles in the absence of
other means for political participation.

The problem of defining or institutionalizing the relationship between
state and private economy remains relevant for today’s China, where pro-
fessional or sector associations can be considered a form of AMO. While in
the Mao years these associations were prevalently an expression of the state
economy and a vehicle for political control, in the new market economy
they are undergoing a significant transformation. To a certain extent they
have become a site of negotiations between socioeconomic groups and the
state. They have, for example, served as an instrument for workers to
organize and present demands to the state.”! At the same time, the disman-
tling of the state economy and the development of the private economic
sector have, in fact, created a communications gap between the two and
required the establishment of new kinds of associations. Therefore, the
Chinese government has established new trading and planning commis-
sions that often include some of the current leaders of private industry, a
development reminiscent of the NEC.?> Whether these new associations can
be considered corporativist organizations or a sign of the development of a
civil society is a controversial issue. Disagreement among scholars on this
topic reveals the ambiguous nature of the associations and the uncertainty
about how today’s centralized Chinese state is going to resolve the problem
of keeping a measure of control over the private economy while fostering
its development. In other words, Chinese leaders today are still in the
process of defining the relationship between the Chinese nation as a whole
(including its political identity) and the booming Chinese economy. Al-
though issues of anti-imperialism have been replaced by a milder form of
nationalism that does not influence the perception of the Chinese economy
in the way that the notion of minzu economy did in the prewar years, no-
tions of resistance to new forms of imperialism and of negative aspects of
capitalism still influence the state’s attitude toward the private industrial
economy and create tension between the two.
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CHAPTER 5

Implementing Rural Reforms

The construction of an autarkic minzu economy, the primary goal of
the NEC, required a remapping of the socioeconomic structure that
had characterized the Chinese village in the late imperial and early
Republican periods. Abandoning the idea that agriculture was the
foundation of the nation and identifying the urban industrial elite
as the basis of China’s modern nationhood implied that the interests
of the village elite were no longer protected by the state and that
they would be sacrificed for the sake of industrialization. The NEC
leaders, in fact, perceived the rural elite as “feudal” and an obstacle
to modernity and national salvation. In their view, village landlords,
moneylenders, and merchants—called “middlemen” by the Nation-
alists and always cast in an unfavorable light—were not a vital part
of China’s minzu economy because they were not actively engaged
in production and were mostly involved in speculative activities.
Their interests thus needed to be subordinated to those of the indus-
trial elite, the most important among the minzu “producers.” In the
new economic geography of the nation, the village elite were thus
destined to be marginalized while the industrial producers as-
sumed a central position.

As reports from the field reveal, the village elite fiercely resisted
this marginalization in the country’s economic system. Their resist-
ance was not necessarily ideological but was motivated by very real
economic interests. Even if some of the rural elite agreed in theory
with the idea of industrialization and believed in the need to
strengthen China, they were dismayed at the usurpation of their
economic and social power base by new urban bankers and entre-
preneurs. As Pomeranz contends, only those who were able to take
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advantage of the new economic networks created by the Nationalist nation-
building efforts were willing to cooperate with state reforms. Others had
too much to lose.!

The rural elite’s reaction to the CCC was also influenced by the indis-
putable fact that the CCC was colonizing the village to support the growth
of urban centers. Although Chen Gongbo’s original plan also aimed at ben-
efiting the rural economy in order to increase the peasants’ purchasing
power, during its short life the CCC appeared intent on ensuring cheap raw
material for the cotton mills, losing sight of wider reform goals. This was
probably the result of the ambiguous corporativist nature of the CCC.
While some of its most reformist members remained focused on the CCC’s
nation-building agenda, some of its mill-owner members saw the CCC as
an opportunity for cutting production costs by acquiring cheap domestic
raw material.

The innovative aspect of the CCC’s plan did not rest in the kind of
reforms and technological improvements it promoted, since similar tech-
niques for the improvement of cotton quality and the expansion of its pro-
duction had been tried with a good measure of success since the late Qing
period by a myriad of local cotton improvement agencies. The goal of the
CCC was to bring these agencies under its control and coordinate them
within a wider national and autarkic framework, reversing their regional
and mercantilist character. The CCC also aimed at extending cotton im-
provement programs beyond the areas where they had already sponta-
neously been implemented. The preexisting cotton improvement programs
developed around industrial centers and especially in Jiangnan and Hebei,
catering to, respectively, Shanghai and Tianjin factories. The CCC planned
to expand cotton cultivation in more remote areas, especially in the north-
west, relying on its interregional marketing network to bring cotton from
these more distant provinces to the Shanghai market. In these areas, which
lacked local cotton improvement initiatives and were not yet integrated
into the new industrial economy, the CCC intervened more directly in agri-
cultural production and marketing. As discussed in more detail later in this
chapter, the CCC was especially active in Shaanxi because of the particular
political and economic circumstances of this province.

This chapter assesses the impact of the work of the CCC in rural areas
at two levels. It evaluates the CCC’s success in establishing the foundation
for a nationwide network of state intervention in the cotton industry,
especially its ability to reach into the village and alter local long-established
patterns of credit and marketing. By 1937, its final year,? the CCC appeared
to have failed to develop into a highly centralized and full-fledged control
committee as envisioned by Chen Gongbo. In fact, it had developed into an
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alternative credit and marketing network competing with the village’s
moneylenders, merchants, and brokers rather than controlling the village
economy. Its attempt to use marketing mechanisms to free the peasants
from indebtedness, bring them better returns on the sales of their crops, and
reduce the cost of marketing had the potential to deeply change the village
and to stimulate agricultural growth. Because the CCC existed for only four
years, however, the CCC credit and marketing cooperative societies did not
have enough time to become established vis-a-vis local competitors and
gain the trust of the peasants. In 1937, therefore, the CCC was still strug-
gling to overcome fierce competition by local economic interests.

In addition, this chapter examines the CCC’s impact on the expansion
and improvement of the agricultural production of raw cotton. At this
level, the CCC contributed significantly, although not crucially, to helping
the Chinese cotton industry weather the 1930s economic crisis. Against
the background of the general decline of rural production, supplies of raw
cotton remained steady and its quality improved. This achievement was
mostly the product of a joint effort of the CCC and the myriad of reform
agencies that had been active since the turn of the century and that the CCC
had gradually brought under its control.

One of the main questions about the impact of the CCC’s work in the
rural economy is whether, in the long run, it would have benefited the vil-
lage economy or simply have exploited it to support urban industrial
development. In this respect, the CCC’s plan was quite problematic. Its full
realization would have transformed the village into a mere supplier of agri-
cultural products while industrial production would be concentrated in the
urban areas. This strategy would have eventually led to the decline of the
rural handicraft industry, which had traditionally played an important role
in the economy of the village.> At the same time, marketing societies would
have worked as cotton-collecting agencies channeling rural products to
urban markets, with the potential of triggering the decline of rural markets,
which had also traditionally played an important role in the rural economy.
The CCC leaders, in general, tended to underestimate local market forces
and the cultural trends that supported them, both because they regarded
them as feudal and harmful to economic modernization and because (as
discussed later) they held misconceptions about the nature of China’s mar-
ket that were common at the time.

The main obstacle to the successful realization of the CCC'’s plan was,
however, Jiang’s opposition and obstructionism. The main sources of dis-
agreement between the NEC leaders and Jiang were the same ones that
fueled the overall political confrontation: the role of the private Jiangnan
economy in China’s nation-building efforts, Jiang’s military approach to
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the “pacification” of the countryside (i.e., to defeat the Communists), and
the productivist reforming approach of the Wang group. The rural village
thus became one more site of confrontation between the two competing
views of China’s modern nation building that was splitting party, govern-
ment, and country at the time.

Cotton and Nationhood

The choice of the cotton industry as the first target for the NEC’s interven-
tion derived from three main considerations. The first was that Song Ziwen
had just contracted the cotton and wheat loan with the United States and
urgently needed a specialized agency to deal with it from within the NEC.
Second, the cotton industry possessed all the requisites laid down by the
NEC at the first meeting of its Standing Committee: China was a natural cot-
ton-producing area, and thus the industry could rely on domestic
resources.* It was one of China’s strongest industries and enjoyed the high-
est concentration of capital. The general expectation was that this industry
did not require a large injection of state funding, since it was already the
richest in the country, but just needed a thorough reorganization and
rationalization of the various phases of the production process.

One more consideration made the cotton industry an ideal target of
reform for the NEC. The cotton industry made a particularly good case in
support of Wang’s and Chen’s autarkic policies since, by 1933, it had grown
increasingly dependent on Japanese business. According to historian Peter
Duus, Japanese cotton yarn and manufactures poured into the Chinese
market, while Japanese mills in China, which could rely on large capital-
ization and strong organization back home, waged unfair competition
against the products of Chinese-owned mills.’ By 1936, almost 40 percent of
China’s machine-spun yarn and 75 percent of its machine-woven cloth
were produced by Japanese cotton mills in China. Duus describes the situ-
ation as follows:

On the eve of the China War, Japanese-owned cotton mills also accounted
for a substantial portion of private Japanese investment in China.
According to one contemporary estimate, Japanese investment in China,
including loans to Chinese enterprises and loans to the Chinese govern-
ment, amounted to 1.583 billion yen in 1936. Slightly more than half of
this amount (about 840 million yen) consisted of direct investment in
Japanese-owned business enterprises. . . . Of these firms, the most impor-
tant were engaged in foreign trade and cotton manufacturing, each indus-

try representing an investment of about 300 million yen. While Japanese
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trading firms were active in the rest of the world, the Japanese cotton
industry sought overseas investment outside of the formal empire only
in China.*

This passage illustrates well the extent of Japanese penetration into the
Chinese cotton industry, not only in terms of amount of capital invested but
also as a conscious choice to use China as the privileged site for develop-
ment of the Japanese cotton industry. Unable to face such fierce competi-
tion, the Chinese mills were, one by one, driven out of business and fell
under the control of Japanese capital. The cotton industry thus constituted
a perfect example of an economic victim of Japanese imperialism.

The case was even more glaring since, in the eyes of many Chinese, this
industry was traditionally the oldest and strongest in China, possessing
nationalist qualities that particularly fitted Chen’s autarkic rhetoric. In the
years between the two world wars, not just in China but in different geo-
graphical regions, cotton goods and the cotton industry emerged as closely
linked with ideas of national identity and anti-imperialism. Mahatma
Gandhi, for example, came to identify Indian cotton as an essential charac-
teristic of Indian national identity. Although he did not insert the produc-
tion of domestic cotton into the framework of industrialization and nation
building, he promoted the idea of homespun cotton as a symbol of living in
tune with India’s cultural and economic essence and as a symbol of resist-
ance to British imperialism and its attempt to invade India with British cot-
ton goods.” In an example that more closely resembles the Chinese dis-
course on cotton and nation, the Italian Fascist regime placed great impor-
tance on the production of il cotone nazionale (national cotton) and placed it
at the heart of its colonial and autarkic aspirations.? In the same vein, Chen
Gongbo placed the minzu cotton industry at the core of his autarkic plan,
declaring that cotton was crucial to China’s survival. In times of peace, he
explained, cotton fulfilled the clothing (yi) function, which, as argued ear-
lier, had been elevated by Sun Yat-sen’s Three People’s Principles to one of
the Four Great Necessities of the People—clothing, food, shelter, and trans-
portation (yi, shi, zhu, xing)—that constituted the foundation of the People’s
Livelihood. Chen thus invested the NEC’s intervention in the cotton indus-
try with a special aura of political legitimacy. In times of war, Chen contin-
ued, the cotton industry provided military uniforms and bandages, assum-
ing an important defensive function.” The idea of the foundational nature
of the cotton industry emerged in the writings and speeches of many indus-
trialists and economists, who used Sun’s metaphors to frame their concerns
for China’s current situation. This was also the case with Song Ziwen, who,
at the time of the establishment of the CCC, argued that “the cotton industry
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had an especially strong relationship with People’s Livelihood.” “From
today on,” he added, “the cotton industry must begin to shoulder respon-
sibilities related to national power.”1

Even Fang Xianting, whose opinions differed from Chen’s on many
issues, argued that the cotton industry supplied “one of the prime necessi-
ties of life.” According to Fang, since the Ming dynasty cotton had become
the most popular textile material among the Chinese people, and he claimed
that, at the time he was writing, it made up “more than nine-tenths of the

fabric worn in China.”1?

His appeal to revive the rural economy was also
focused on the rehabilitation of the cotton industry because it was important
for improving the standard of living of the peasants and was directly linked
to national survival. For this reason most of Fang’s writings were concerned
with the cotton industry in his region, the Tianjin area and Hebei. Mu Ouchu
also believed in the importance of developing the cotton industry for the
sake of China’s salvation: “Reviving the cotton industry is not just closely re-
lated to the people’s livelihood. It also has a great influence on the national
economy. Therefore, by reviving the cotton industry we can not only solve
the poverty problem but also save the nation.” This was not only because
most peasants relied on the production of cotton for their survival but also
because cotton provided for one of life’s basic needs: “Clothing is the great
foundation of human life. The need for wearing clothes is significant. Not
inferior to that for food.” Mu then lamented that China’s imports were ris-
ing, particularly those from Japan. “Japanese goods fill our markets and are
so many that we cannot even start counting them. This is the prevalent sit-
uation for daily-need goods. But among all imports those of cotton yarn and
cloth are the most numerous.” Because the Chinese production of cotton tex-
tiles had decreased, “foreign daily-need goods used by the people consti-
tuted one-third of all imports. . . . [I]f we continue like this and do not try to
remedy [this situation] . . . the single matter of cotton imports will be suffi-
cient to drain our fat and blood and sever our lifeline.”’® This statement was
carefully phrased, stressing that “the people” were the first to be affected by
China’s economic dependency. This image of the depth of the threat to
China’s population was further reinforced by the particular metaphors
(blood, lifeline) used.

The CCC 1934 Annual Plan reflected this widespread support for au-
tarky and the perception of the foundational nature of the cotton industry.
Opening with a statement denouncing the current lack of self-sufficiency,
it bemoaned China’s dependency on foreign imports, which gnawed at
the foundation of the nation: “Our country has a large territory and is rich
in resources. The area fit for growing cotton is vast. However, domestic pro-
duction of raw cotton does not meet demand. Its quality is not fit to be
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used. Consequently, the annual value of imports of foreign cotton—raw,
yarn, and cloth—is huge. This seriously damages the foundations of the
country.” The basic reason for these problems was that the Chinese mills
were unable to compete with foreign products, and unless a solution was
found, the industry would reach the point of no return.

As for cotton mills and cotton cloth factories, those managed by foreign
merchants are all equipped with modern machinery and enjoy low pro-
duction costs. Those established by the Chinese, on the contrary, mostly
use old machinery, while their management lacks technical expertise. As
a consequence, they pile up debts and cannot even survive a single day.
If we do not find a way to save them as soon as possible, the Chinese
cotton and textile industries will enter into a crisis from which it will be
impossible to rescue them.

Following the blueprint laid out by Chen Gongbo in the 1933 industrial
plan, the CCC proposed to save the Chinese cotton industry in two ways. It
would intervene in improving the domestic production of raw cotton while
acting directly to modernize industrial production and management (the
latter field of intervention is discussed in the next chapter). Chen and the
CCC leaders believed that the improvement of rural raw materials was
essential for the modernization of the industry and vital for achieving au-
tarky. According to Chen, Chinese cotton was outsold by foreign imports
because it was of poor quality. In addition, the cost of its transportation from
the region of cultivation in the interior to the factories in the cities, on aver-
age, tripled its price, making it much less competitive in both the domestic
and the international markets.’> Chen’s assessment pinpointed two of the
main obstacles facing the cotton industry. Cotton manufacturers complained
that domestic yarn could not be used with modern textile machines because
it was well below the required twenty-four counts. In addition, its supply
was often unreliable due to the unstable military situation in the interior and
disruptions in the transportation system. Cotton mills were thus trapped in
a vicious circle. They could not afford to buy foreign raw material because it
was too expensive, especially after the rise in the price of silver following the
1934 American Silver-Purchase Act. Forced to rely on low-quality domestic
supplies and to produce low-quality goods, Chinese mills were unable to
compete in foreign markets and at home. They were thus easily outsold by
Japanese and British cotton imports. Upgrading the Chinese mills” equip-
ment was difficult because new machines had to be imported at extremely
high prices and, in any case, they could not be used because domestic yarn
count was too low and the foreign variety was too expensive.

139



140

Chapter Five

When Chen Gongbo first arrived at the Ministry of Industry he at-
tempted to solve these problems by promoting the improvement of cot-
ton growing in order to provide Chinese mills with reliable and high-quality
raw cotton. Under his leadership, the ministry sponsored research and ex-
perimentation in collaboration with experts at various universities and in
various experimental fields around the country. It also organized a cotton
transportation company in cooperation with the Ministry of Railways,
which was at the time headed by Gu Mengyu, a member of the 1927 Re-
organization Group and a close associate of Wang Jingwei. This company
was to offer low prices to Chinese mills in order to encourage them to rely
on domestic raw materials.!® Upon its establishment, the CCC took over
the work initiated by the Ministry of Industry. The 1934 Plan of the CCC
mapped out its work, stressing its autarkic and modernizing goals: “(1) In-
crease production of raw cotton in order to balance supply and demand
and make up for the current shortfall in production; (2) improve the quality
of raw cotton in order to supply raw material of twenty-four or more counts
and meet the needs of the cotton textile industry.”!” Consistent with the pro-
ductivist approach favored by the Nationalists, the CCC focused on two
main areas of intervention: bringing capital and technology to rural areas.
The implementation of this basic plan required first of all bridging the gap
between hinterland /rural and coastal /industrial economies. In other words,
before capital and technology could be expected to pour into agricultural
production, the CCC needed to create connections between the two Chinas.

It was through its centralized structure of cooperative societies that the
CCC attempted to create these connections and develop a circular flow of
technology, capital, and goods between the hinterland and the coastal
industrial centers. This model was laid out, in rather optimistic terms, in
the 1934 Plan:

[By building cooperative societies] raw-cotton productivity can increase
and its quality improve. At the same time, through cooperative societies,
banks will be able to invest money with the peasants. The peasants, there-
fore, will be able to have access to sufficient cash flow for their work while
[selling their cotton] at an excellent price. On the other hand, cotton mills
can obtain supplies of raw material fit to use [for industrial processing].
Because the peasants’ income will increase, their purchasing power will
also increase. This will have an extremely important influence on the agri-
culture, commerce, and industry of our country. For these reasons, organ-
izing production and marketing cooperative societies throughout China is

one of the most important tasks of this commission.!®
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Cooperative societies would create a new relationship between agriculture
and industry, allowing urban capital to support the growth of the rural
economy. The capital invested in the rural economy through credit societies
was then supposed to return to feed the coastal economy in the form of
interest paid by peasants and profits from the sale of industrial goods on
the rural markets. The cooperative societies would thus make it possible for
capital to find its way to the rural village, raw cotton to coastal mills, and
finished goods back to the village, creating a circular flow that would make
China a self-sufficient economic unit.

The CCC’s five-year implementation schedule included in the 1934 Plan
reflected the ambitious nature of the CCC’s projected work and the overall
optimism of the plan. CCC leaders estimated that in three to five years its
intervention would bring about a considerable improvement in the quality
of domestic cotton and an increase in the volume of production. The con-
clusion of the Plan read:

If we can really implement this plan we can in three to five years already
have good seeds and good cultivation techniques that we can distribute to
various areas, according to terrain and weather conditions. . . . [We can
also] enlarge arable land surface. . . . In this way we hope to save domestic
cotton production, improve varieties, and increase productivity. . . . If
indeed we can continue our efforts, then the cultivation of new varieties of
cotton will constantly increase, techniques of cotton growing will every-
day improve, and the organization [of cooperative societies and improve-
ment bureaus] will be everyday tighter . . . developing greater efficacy. . . .
[1t] is not difficult in the near future to become self-sufficient and improve
cotton quality to meet the needs of cotton mills.?

Success and self-sufficiency seemed at hand. National data on cotton
cultivation seem to confirm this optimism, as supplies of raw cotton
expanded and its quality improved. As already mentioned, it is difficult
to understand how much credit should be assigned to the CCC for these
achievements, as cotton improvement reforms had already begun at the
turn of the century. According to extensive research on cotton cultivation
carried out by economic historian Richard Kraus, long-trend values for
cotton yields and supplies remained steady during the 1918-36 period,
although short-trend values show a slight decline in 1931-33 and a recov-
ery in 1934-36. Kraus also argues that imports of cotton supplies (raw cot-
ton for industrial production) reached their peak in 1931-33, falling
sharply by approximately two-thirds in 1933-36.2° These data seem to
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speak of a crisis in cotton cultivation in the early 1930s and of an impres-
sive recovery in the following three years, as well as a measure of success
in import substitution. This recovery can be credited to various factors,
ranging from a natural recovery from the disastrous 1931 Yangzi River
flood to the CCC'’s decisive boost to cotton improvement efforts, which
contributed to the recovery of cotton cultivation beyond preflood levels.
An evaluation of the work of the CCC has, however, to be carried out at
two levels. First, we need to understand the CCC’s direct impact on cot-
ton cultivation. Second, the most important goal of the CCC cannot be
measured in numerical data, since its main objective was a deep transfor-
mation of the socioeconomic and political structure of the cotton industry,
including the breaking down of networks of economic interests in the vil-
lage and changes in the marketing pattern of raw cotton and rural-credit
practices. After all, nation building (making China an autarkic economic
unit) was for the CCC leader as important as the development of the cot-
ton industry.

Determining the contribution of the CCC at both levels is, however,
difficult for several reasons. A permanent shift in the general trends of
cotton cultivation in China could not be accomplished in four years.
Improved access to credit, for example, was intended to lead to the
replacement of traditional village moneylenders. These new sources of
credit would have ensured lower interest rates for peasants, thus freeing
capital to be reinvested in improving production (allowing peasants to
purchase fertilizers, better tools, improved seeds varieties, and so on).
This process, however, would necessarily have been slow and gradual,
taking a few years to be completed and be reflected in statistics and
reports. On a more practical note, statistics and data from this period,
although already more consistent and reliable than those from earlier
decades, are still sporadic and inconsistent. Most often, CCC reports ap-
pear overpositive and read as bureaucratic documents, in which only
positive results are presented. These reports also lack basic information
on the difficulties encountered in the implementation of policies at the
local level. They do not offer comments on which initiatives proved suc-
cessful and which failed. It is ironic that much of the useful information
available today on the CCC’s intervention in the rural village was com-
piled by foreign experts who often could not speak Chinese and were not
familiar with the local situation. Especially illuminating are the reports
of one of the experts of the League of Nations, W. K. H. Campbell, and
they figure prominently in the discussion of the performance of the CCC
in this chapter.
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Rural Credit

The idea that rural China suffered from a shortage of modern credit fa-
cilities and that this shortage trapped peasants and agriculture in stag-
nation inspired the work of many organizations concerned with rural
reconstruction, from James Yan’s Mass Education Movement to the China
International Famine Relief Commission (Zhongguo huayang yizhen jiuzai
zonghui, hereafter CIFRC).?! These organizations were the first to adopt
credit cooperative societies as a tool for economic rehabilitation. The sys-
tematic expansion of rural cooperative credit can be attributed mostly to
the CIFRC.22 ]. B. Tayler, the chairman of the CIFRC Committee on Rural
Cooperation, sponsored one of the first extensive studies on cooperative
credit in China. This study, published in 1926, made an early case for using
cooperative societies as a channel for investing urban capital in the village.
The reports stated that the “present credit organization makes impossible
the application of the surplus of wealth of . . . some districts to those which
need it.”? City banks, the publication continued, were unable to do busi-
ness with individual farmers because the small amount involved in such
loans could not justify the cost of investigating each case. Peasants thus
ended up contracting loans from local moneylenders at usurious rates,
falling into a vicious cycle of indebtedness.?* Cooperative societies were
supposed to overcome this difficulty by allowing city banks to extend
loans, not to individual farmers, but to a larger agency.

When the Nationalist government adopted cooperative societies as an
important aspect of its nation-building plan, societies soared to unprece-
dented numbers. In 1927 there were 384 societies in China, a significant
increase from the 19 in 1923. By 1931 the number of societies had soared to
3,487, beginning a sharp rise that was to reach 37,318 societies in 1936. A
diversification of societies also occurred as they became more involved in
production and marketing. In 1931, credit societies constituted the 87.5 per-
cent of all societies. As the number of societies grew, however, they came to
form only 55.3 percent.” As for most of the data related to rural credit in the
1930s, the numbers can be misleading because societies were often multi-
purpose, extending credit while also getting involved in production and mar-
keting. This was the case with most of the societies sponsored by the CCC.2

As with other aspects of its work, the NEC aimed at expanding preexist-
ing trends in rural credit, transforming them into national policies. More
specifically, the NEC wanted to mobilize through its corporativist structures
Shanghai entrepreneurs who had already been active in rural credit, thus
transforming projects that were mostly local in scope into a nationwide
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policy. In 1931 Song Ziwen and Chen Guangfu (who was appointed chair-
man of the CCC in 1933) had already successfully experimented with the
infusion of Shanghai capital into the rural areas through the Flood Relief
Commission (FRC; shuizai jiuji weiyuanhui). The FRC was largely composed
of the same group later involved in the CCC, including, in addition to Chen
Guangfu, prominent industrialist Rong Zongjing and agriculturalist Zou
Bingwen. Chen’s experience with the FRC cemented his collaboration with
Song and proved very profitable, presenting an unparalleled opportunity to
expand his business into rural credit. The government soon organized other
agencies which used cooperative societies for relief in areas afflicted by
floods or other problems. Established in 1932, the North China War District
Relief Commission, for example, was designed to extend relief to regions
that had been affected by Sino-Japanese military clashes. These agencies,
often sponsored in collaboration with the CIFRC, were crucial for the
dramatic growth of the cooperative movement in the early 1930s. Rong
Zongjing and Chen Guangfu were among the first to participate in these
projects. In Hebei Province alone, Chen’s bank, the Shanghai Commercial
and Savings Bank, contributed $20,000 to support the FRC rural-credit activ-
ities, increasing its offer to $50,000 in the following year. Other banks soon
joined. The Jincheng Banking Corporation offered $50,000 for the creation
of marketing cooperatives.”” The FRC, the North China War District Relief
Commission, and other similar government agencies of the early 1930s were
the first attempts of the government to tap into a trend that had started some
years earlier. As described in chapter 4, urban industrialists and bankers had
gradually become involved in the rural production of raw material for their
factories and, in this context, began extending credit to peasants.

At the time the CCC was established, in 1933, it appeared that rural coop-
eration had tremendous potential, relying on an unlimited supply of private
capital attracted not only by new business opportunities and the industrial-
ists’ need to control the flow of supplies to their factories but also by the new
security offered by government sponsorship and support. Traditionally
bankers had not invested in either industry or agriculture, generally prefer-
ring to extend high-interest, short-term, low-risk loans to commercial enter-
prises. Financing agricultural or industrial activities presented a higher level
of risk and required long-term loans, which had limited the expansion of
rural credit. Both Song Ziwen and Chen Gongbo tried to reverse this situa-
tion by offering the security of government sponsorship. More important,
they spread the risk of such investments by pooling the resources of several
banks under the auspices of government agencies. The investment of ur-
ban capital in the government rural-credit program also benefited from the
Shanghai real estate crisis of 1931, which left bankers seeking new channels
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for investment.?® When the CCC was established, therefore, it appeared to
offer much-needed new investment opportunities, opening up a market
traditionally controlled by local landlords or moneylenders.?’

According to a 1937 report, the banks most involved in extending credit
through the CCC’s network were, in addition to Chen Guangfu’s Shanghai
Commercial and Savings Bank, the Jincheng Bank (which had already
invested in the FRC), the Bank of Communications ( jiaotong yinhang), China
Farmers Bank (Zhongguo nongmin yinhang), and the Zhejiang Bank for the
Promotion of Business (Xingye yinhang). These banks came together to form
the China Agricultural Cooperative Credit Banking Group (Zhonghua nongye
hezuo huokuan yintuan) and were later joined by other banks. In three years,
this group extended a total of five million yuan in credit, focusing mostly
on production, marketing, and consumption.® Within this group, the main
investor remained the Shanghai Commercial and Savings Bank, followed
by the Bank of China and the China Farmers Bank.3! In 1934 in Shaanxi,
where the CCC was most active, the Shanghai Commercial and Savings
Bank invested 232,830 yuan. The Bank of China invested 572,000 yuan
in this region. However, a League of Nations expert in rural cooperative
societies, Max Brauer, when surveying Shaanxi, found out that the
Shanghai Commercial and Savings Bank had actually made available only
between 120,000 and 150,000 yuan. Puzzled by the discrepancy, Brauer
speculated that 572,000 yuan was probably the amount promised by the
bank but not yet invested.® Brauer’s experience should serve as a warning
on the limited reliability of the available data from this period, since official
budgets made no distinction between capital actually invested and capital
only promised.

By 1937 the total amount of credit extended through the CCC’s network
was around five million yuan.*® When compared to the overall investment
of rural credit, this amount appears rather insignificant. According to one
survey, in 1934 only 2.6 percent of total farm credit was supplied by coop-
erative societies (followed by the 2.4 percent of credit extended to peasants
by modern banks directly or through other channels), with landlords and
merchants supplying, respectively, 24.2 and 25.0 percent.? The CCC, how-
ever, focused on a highly specialized sector of the rural economy: quality
improvement and expansion of cultivation of cotton destined to supply the
coastal textile factories, which was a small portion of national agricultural
cultivation. It thus was a significant economic effort to develop the cotton
industry, if not the agricultural sector at large. The main problem with
CCC-sponsored credit societies was not the total sum it was able to mobi-
lize but its ability to effectively reach the peasants by circumventing the
resilient socioeconomic structure in the village.
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In the Rural Village

As mentioned above, some of the reports that most reveal the difficulty
encountered by the CCC in its work in the village are those written by
W. K. H. Campbell. Invited by the NEC to help organize its system of coop-
erative societies, Campbell arrived in China in late 1935. In the following
months he traveled extensively in several provinces with the task of assess-
ing the work of cooperative societies in general, not just those directly
managed by the NEC or its agencies. Campbell was chosen because of his
extensive experience in establishing cooperative societies in Pakistan and
India, but he had no experience in China. After a few weeks in the country,
he candidly remarked: “At least now I know what a Chinese farmer
looks like.”® In spite of his lack of familiarity with China’s situation, his
reports are more enlightening than those of the NEC members. In read-
ing Campbell’s reports, his different approach to economic cooperation
becomes immediately apparent. Diametrically opposed positions are evi-
dent, for example, on the speed of the movement’s development. Chinese
reports based their claims of efficiency and success on the rapid increase in
the number of societies. Campbell, on the contrary, commented that China
was afflicted by “an attempt to set up cooperative institutions at a pace
which [it] is impossible to attain without sacrifice of quality.”3® Cooperative
societies were, in fact, established with tremendous speed all over the coun-
try, according to Campbell’s data growing from 5,335 (with a total of
184,587 members) in 1933 to 14,649 (with a total of 557,521 members) at the
end of 1934.3” Campbell’s report on Hunan, which he visited in early 1936,
states that there were 886 societies registered in that province alone. Such
speed, Campbell noted, was possible because of the inaccurate and rushed
process with which societies were registered with the proper authorities. It
generally took only about a month to organize a society, too short a time
to ensure the proper training of its members. Such “precipitation,” as
Campbell put it, was dangerous, he concluded, because it left no time for
peasants to learn about cooperation, resulting in “a mass of overdue loans
[and] people avoiding meetings to evade embarrassing questions.”%

This difference in views was not just a product of an alleged naivety
about cooperative matters on the part of the Chinese. Rather, it was
because the goals of the CCC leaders differed from Campbell’s. For the
CCC leaders, cooperative societies were a vehicle for economic control.
They were not designed to foster the initiative of the peasants. The CCC
was eager to organize as many societies as possible because each one
allowed the CCC to extend its reach into the agricultural community.
Campbell, instead, held a more liberal view of economic cooperation and
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envisioned wider peasant participation in the formation and management
of societies. He believed that in China, as in other “backward” countries,
the government had a duty to aid in the society’s initial development to
compensate for the peasants’ ignorance about the principles of economic
cooperation; however, he drew the line against state intervention at a
much earlier stage than did the Chinese.

In spite of Campbell’s lack of understanding of the political goals of the
NEC and CCC, his reports shed light on the difficulties encountered in the
implementation of their system of rural credit. As he pointed out, most of
the loans granted were never repaid. One reason was that loans were to be
repaid after the harvest, using profits from the sale of crops. In extending
these loans the societies assumed considerable risk due to the high fre-
quency of natural disasters in the hinterland. As Campbell pointed out, it
was a wonder how loans were ever to be repaid since “the lands of the
debtors seem to be permanently submerged.”* Campbell’s observation
highlights the state of disrepair of the water conservation and irrigation
systems in the rural areas. While natural disasters were unavoidable, the
poor conditions of dikes, ditches, and riverbanks led to more frequent
flooding of fields than necessary.

A report published in 1937 in the journal Mianye yuekan also pointed
to long-standing problems in loan repayment. The author, Xu Zhongdi,
reported that, in Shaanxi, banks and local authorities involved in rural
credit had decided to extend deadlines for repayment. Originally, locally
two kinds of loans were extended to peasants: wheat loans and cotton
loans. Wheat loans were extended in winter and were to be repaid at the
end of July. Cotton loans were extended in June and July; the amounts
varied according to the acreage cultivated in cotton (each peasant would
receive one yuan for each acre). The cotton loans were to be repaid at the
end of October. A problem, however, soon arose. Most peasants did not
repay their wheat loans in July because after the sale of their crop they
had scarcely enough wheat left to feed their families through winter. For
this reason, in 1935, lending banks and local authorities decided that
repayments of both loans should be scheduled at the same time in late
October. This report highlights both the influence of crop cycles on loan
repayment and the peasants’ extreme poverty, which constituted one of
the main obstacles, as Campbell remarked, to the smooth administration
of rural credit. Finally, in 1936, the Shaanxi authorities decided to offer a
unified “production loan” (shengchan daikuan), which was to be extended in
April and repaid in December.? It is impossible to know whether the new
system had encouraged steadier repayments of loans because the Japanese
invasion and the demise of the CCC soon posed an end to the program.
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Campbell also reported that many peasants, unable to repay their loans,
would resort to the practice of “fictitious repayment.” That is, they would
take out loans from a cooperative society to repay previous loans con-
tracted with local moneylenders.*! Reliance on this repayment method was
encouraged by the fact that the societies offered greatly reduced rates of
interest. Peasants thus tended to borrow from them to repay more expen-
sive loans. This practice frustrated the goal of the rural-credit program,
since the peasants remained trapped in the old cycle of indebtedness while
urban capital ended up in the coffers of moneylenders rather than being
applied to improving agricultural production.*?

According to Campbell, the problem was worsened by the fact that the
peasants were unable to manage their new financial responsibilities prop-
erly. Loans could not be completely repaid at the time of the sale of the first
crop but needed to be extended over several years. Unable to “draw up
[their] own private balance sheet”® and calculate a schedule for repaying
the society, they ended up spending all their capital and being forced
to turn, once again, to village moneylenders. In addition, Campbell re-
ported that the finances of the societies were generally unsound due to
a general tendency toward mismanagement and improper use of funds.*
According to the regulations imposed by the sponsoring agencies, the
societies required a Western-style accounting system, which was virtually
unknown in the countryside.®® Although the CCC created a Cooperative
Accounting Commission (hezuo huiji zhidu weiyuanhui) to train personnel and
members of its societies, the process of training all individuals involved in
rural credit was necessarily slow.* Even when corruption was not a factor,
the personnel of most societies were too inexperienced to keep proper
accounts and to manage their capital. Most societies failed even to maintain
a reserve fund to cover unforeseen expenses.”” To make things worse, most
Chinese societies were multipurpose organizations that required sophisti-
cated management skills. It is not surprising that, faced with numerous
responsibilities, managers often transferred funds among departments and
did not keep separate accounts for each department. This led to financial
confusion. At times the returns from one department were distributed
among all members even when not all the members were connected with
that department. To add to the general financial unsoundness, most soci-
eties covered up losses with fresh loans from banks.

Given the situation described by Campbell, it is unlikely that the CCC
would have been able to achieve significant results in the four years of its
life. Obviously, time was needed for peasants to learn about the workings
of cooperative societies, for society managers to learn accounting, and
for old debts to be settled and a fresh start attempted. As the problems
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described above already suggest, the traditional village-based credit struc-
ture and ingrained patterns of production and marketing were, however,
the two main obstacles encountered by the CCC. The successful imple-
mentation of the CCC’s system of cooperative societies would have taken
away from the village elite control over local wealth and resources and
channeled them into the state’s and coastal industrialists” coffers. The CCC
thus found a competitor in the village where the old socioeconomic struc-
ture survived parallel to the new cooperative institutions. One of the main
problems created by this competition was that cooperative loans were
always the last to be repaid. This delay happened not only because they
were cheaper than the ones offered locally but also because local money-
lenders were a well-known presence in the village and more coercive in
pressuring for the repayment of debts.*® The CCC’s cooperative societies,
and those of the NEC at large, could not exercise the same amount of social
pressure. In general, peasants ended up continuing to borrow from both the
cooperatives and the moneylenders, juggling loan after loan to keep their
heads above water. It appears that peasants perceived the arrival of CCC
credit societies in their locality as one more pawn to play in the day-to-day
struggle for making ends meet rather than as an agent for revolutionizing
socioeconomic life in the village. The divergence between the goals of the
CCC and the activities of both peasants and local power holders illustrates
the resilience of village life and its ability to absorb into its logic attempts at
reform imposed from above.

The CCC, for its part, was trapped in its productivist rhetoric and often
ignored the long-established social practices embedded in rural society.
CCC societies, for example, did not extend loans for personal use, but only
for production or marketing. This had not been the practice of early coop-
erative credit societies. For example, the original 1923 model constitution of
the CIFRC included loans for necessary social obligations, but this stipula-
tion did not survive the formation of the production-driven NEC.* Because
the CCC credit societies, like all the societies of the NEC, would offer loans
only for production-related items, the peasants ended up borrowing from
traditional moneylenders to pay for funerals, weddings, and other family
or religious ceremonies.’® By not adequately addressing the needs of the
peasants, both productive and social, the CCC’s original intention to dis-
place the local moneylenders fell by the wayside.

The tendency to re-create the status quo in the rural village by as-
similating the NEC’s organization into local socioeconomic patterns is
confirmed by a NEC-sponsored study of reform in the tobacco industry
in Fengyang, a tobacco-growing region in Anhui Province. According to
the prominent Chinese economist Chen Hansheng, the local gentry had
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created an Association for Tobacco Peasants. Through the local office of the
Consolidated Tax Division, they secured loans from banks and then used
this money to extend loans to peasants. They thus functioned as middle-
men between the banks and the peasants. By 1934, however, the banks
began to organize independent cooperative credit societies and to extend
loans directly to the peasants. This was, according to Chen Hansheng, a
strategy pursued vigorously by Chen Guangfu’s Shanghai Commercial and
Savings Bank, which, he remarked, was particularly active in attempting to
directly reach the peasants engaged in the production of industrial raw
material. The local gentry were thus forced to reduce their lending activi-
ties, although their associations continued to operate and to generate con-
siderable profit. According to Chen Hansheng, the local gentry mounted
a fierce resistance to the new reforms sponsored by the NEC and the
Shanghai Commercial and Savings Bank and succeeded in gradually gain-
ing control over the lending process at the expense of the NEC. As one
peasant complained, the cooperative became a means for the “rich [to] have
government relief grain to eat and the bank loan for the cooperative to
spend.” Chen’s own observation confirmed that the elite

through the co-operative ... pay the bank a monthly interest of one-and-a-
half per cent, but they also keep a differential interest of 1.8 per cent per
month. In re-distributing the loan they are sometimes very lenient toward
their relatives and friends who may be charged at the same interest rate
that the bank demands, but more often they exact an interest as high as
the prevailing usury rates of the locality. A middle peasant by the name of
Zhuan Hongsheng, in the nearby village of Si-chien [Sijien], borrowed ten
Chinese dollars from a member of the co-operative and, three months
later, had to pay back eleven Chinese dollars.>

According to Chen Hansheng, the tobacco cooperative societies thus
acted “exactly like the Chinese compradors of the British-American
Tobacco Company (B.A.T.).”52 He was thus very skeptical of the achieve-
ments of the reforms and of their beneficial impact on China’s industrial-
ization. Chen, one of the most active editors and contributors of the Chinese
Village (Zhongguo nongcun), an economic journal closely linked to the CCP,
was often overly critical of all reforms initiated by the GMD. His remarks
on the work of the NEC in Fengyang, however, revealed the NEC'’s ten-
dency to neglect the interests of the peasants, an obvious object of concern
for a Marxist economist like Chen. More important for the present work, his
comments also highlight the fierce struggle over local resources between
the local elite and the urban-based reformers rallied around the NEC and
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illustrate the elite’s complex and diverse strategies, which ranged from
direct opposition to assimilation of new elements into the preexisting order.

Marketing societies sponsored by the CCC also suffered from fierce local
competition because local merchants invariably attempted to sabotage their
work. Campbell reported that generally after a society was formed, the
members invested money in hulling or ginning machines, warehouses,
offices, vehicles, salaried staff, and so on. At this point, local merchants
began to feel threatened. When peasants sold their crops to the society, they
received only an advance on the total sum because the society would pay
them in full only after a sale on the final market had taken place. Merchants,
taking advantage of the peasants’ need for cash, offered to buy their prod-
uct for more money than the society could advance, but for less than the
value of the crop. They also started rumors that the societies were a sham
and the final bonus would never materialize. In this way they were gener-
ally able to win over the peasants, and the societies inevitably incurred
heavy losses.?® When the societies tried to neutralize the competition by
increasing their first payment, they often encountered other problems,
especially when their initial payment exceeded the final market price for
the cotton. As discussed in detail later, the inability to control the market-
ing of improved cotton became a major obstacle in the achievement of the
CCC’s ultimate goal of boosting the Chinese cotton industry.3*

Opposition and sabotage from moneylenders and merchants testify to
the revolutionary potential of the cooperative movement. The NEC clearly
stated its goal of replacing local moneylenders and commercial middlemen
with modern credit and marketing institutions.”® The elimination of the
local elite, implied in the CCC and NEC reform program, would have
brought about deep social changes in the rural village, as revolutionary as
the CCP’s attacks on “local bullies and evil gentry.”> The GMD, however,
was trapped between two contradictory desires. On the one hand, it strove
to create political and social stability. On the other, it aimed to restructure
the economy, which would inevitably lead to a restructuring of social hier-
archies and networks in the rural areas. These changes were sure to create
hostility and reaction from the groups in power in the rural areas, thus
undermining political support for the GMD and stability in the village. The
political ambiguity created by these contradictory goals made it difficult to
overcome this problem. Short of an open social revolution and the adoption
of more extreme forms of economic control, such as those adopted by the
CCP after 1949, the process of elite replacement was naturally slow.

The CCP, on the other hand, was armed with a revolutionary rhetoric of
class struggle and felt justified in accomplishing the task with violent
means. The Communists were thus able to resolve the problem mainly
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through land reform, which, often by the use of force, swept away
landowners, moneylenders, and “local bullies and evil gentry” in general,
opening the door for a new leadership and economic reform in the village.
The contradiction between its political conservatism and its centralizing
drive became a major issue in the Nationalist state-building effort, since
centralization and a successful implementation of nationwide reforms
could not be achieved without either the collaboration or the elimination of
the local elite. As Prasenjit Duara and Kenneth Pomeranz have demon-
strated, the village became the site of a struggle for power between the new
national state and the social, cultural, and political system that had thrived
during the late Qing period. Reforms sponsored by either the Nanjing gov-
ernment or regional authorities were often frustrated by the resistance of
the village elite, who saw their power eroded by increased state penetra-
tion.” As Pomeranz has argued in his study of Shandong Province, those
areas where the local elite were strong and still enjoyed significant eco-
nomic advantages staged a powerful opposition to centralizing reforms.
Only the elite groups who had experienced economic and political decline
were eager to be co-opted by the provincial government and to take advan-
tage of the new opportunities created by its reform.® Pomeranz’s study
thus highlights the complexity of circumstances in the hinterland. While in
commercialized Jiangnan the rural economy came to be spontaneously (or,
at least, not as a consequence of the state’s economic control) integrated
with the emerging industrial economy as reformist elites sought participa-
tion in national reconstruction, as discussed by Bell, in more insular areas
(less commercialized and less linked to the international market or major
industrial centers), the dynamics of interaction between local hierarchies
and new forces (central state and urban industrial elites) followed a differ-
ent logic.

Technology Transfer

In addition to the development of credit and marketing facilities in the
rural areas, technology transfer constituted an important aspect of the
CCC’s plan for the improvement of the agricultural production of cotton.>
Most of the CCC’s work in this field focused on increasing the acreage of
land cultivated in cotton and the yield per mu (one mu is roughly equiva-
lent to one-sixth of an acre) by introducing new high-quality varieties of
seeds, fertilizers, and anti-pest products and new cultivation techniques
such as crop rotation.®® In its technological extension effort, the CCC also
reproduced the centralized structure that characterized all aspects of its
organization. At its vertex was the CCC’s Central Cotton Production Im-
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provement Bureau (zhongyang mianchan gaijin suo). This bureau was con-
nected to local branches established in cooperation with the reconstruction
office of local governments in provinces that were considered particularly
fit for cotton cultivation (Shaanxi, Jiangsu, Hebei, Henan, Hunan, Gansu,
and Shandong). These branches established experimental fields and cotton
improvement guiding bureaus (zhidasuo) to help new and already-existing
provincial agencies improve cotton production. Skilled personnel were
trained in collaboration with Central University and Jinling University,
which developed specialized courses on cotton improvement and economic
cooperation (jingji hezuo).®! The newly trained specialized personnel were
then stationed at village-level cooperative societies to assist farmers in the
application of new techniques and the cultivation of new cotton varieties.®?

New technologies were also employed for boosting land reclamation,
focusing especially on Jiangsu, Gansu, and Shaanxi. In Jiangsu, for exam-
ple, the CCC began the recovery of submerged wasteland along the sea-
coast. In Shaanxi, land reclamation—placed under the jurisdiction of the
NEC Northwest Office, which worked closely with the CCC—focused on
the irrigation of dryland destined for cotton growing. Central to this proj-
ect was the construction of the Jinghui dike, which was, optimistically,
supposed to raise productivity in the region to 60-120 jin (1 jin is half a kilo-
gram) of raw cotton per mu. Other land reclamation strategies focused on
creating terraced fields on mound areas and on introducing crop rotation in
weed land.®

When attempting a general evaluation of the CCC’s work in technolog-
ical improvement we meet with the same difficulties discussed earlier. The
short life span of the CCC meant that its work was often curtailed before it
could move out of the experimental fields and could begin to influence the
peasants at large. In addition, the CCC’s main task was coordinating at
the national level already-existing efforts in cotton improvement. Isolating
the results obtained by direct CCC intervention from a general trend of
improvements is thus often impossible. Data on quality improvement and
cultivation expansion, for example, often include the results of efforts of
agencies only loosely affiliated with the CCC. Even Campbell’s and other
NEC reports did not differentiate between societies directly managed by
the CCC and NEC and others more or less loosely associated with them.
The latter problem reminds us that, especially in the case of technology
transfer, the CCC was above all a planning agency, intended to coordinate
the work of the many preexisting cotton improvement programs and trans-
form them from local experiments into nation-building policies.

The CCC engaged in direct implementation mostly in specific areas
where local efforts had not been initiated or circumstances offered special
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opportunities. Most of the CCC’s direct involvement, in fact, focused on
Shaanxi. This province, especially the area of the Wei River (crossing the
province from west to east and passing near the provincial capital of Xi'an),
as well as pockets in the northeast and southwest, was considered one of
China’s cotton belts (the others being Hebei Province and the Jiangnan
area). Cotton cultivation in this province, however, had sharply declined.
By the time League of Nations experts visited it in the 1930s, opium culti-
vation had expanded at the expenses of cotton.®* No significant industrial
center had developed in the province to emulate Tianjin and Shanghai.®®
For this reason cotton cultivation in the province had not witnessed the
same kind of lively intervention by local authorities and industrialists for
the improvement of raw cotton that characterized Hebei and Jiangnan, thus
inviting more direct leadership by the CCC than in other regions.% In 1926,
a study of the conditions of cotton cultivation in Shaanxi concluded that
“several factors” had contributed to prevent the development of the local
cotton weaving and spinning industry, the “chief being the unsettled con-
ditions of the province.”®” This province, in fact, had seen many conflicts
among local warlords. It had finally been brought under tighter control of
the Nanjing government in 1930, when the local warlords, Yan Xishan and
Feng Yuxiang, were finally defeated. In spite of the fact that the defeated
militarists managed to retain a certain measure of power locally, the Na-
tionalists were able to increase their political control over this region and
to intervene directly in the local economy. In this context the NEC estab-
lished a new agency, the Northwest Office (xibei banshichu, established
March 1, 1934), which was to supervise Shaanxi and other provinces that
had recently fallen more firmly under Nanjing’s authority (Gansu, Ningxia,
and Qinghai). Song Ziwen personally appointed Liu Jingshan, who was
close to him, to direct this office. Liu’s task was to use the thirty million
yuan made available by the League of Nations Technical Mission to China
to promote production in these four regions. The activities of the Northwest
Office clearly illustrate the economic nation-building goals of the NEC and
its attempt to create tight economic links between Nanjing and the pro-
vinces, especially those provinces that had been under the leadership of
warlords who had resisted Nanjing’s leadership.

Armed with an independent budget and encouraged by the new politi-
cal situation in the region, Liu started to work with enthusiasm, focusing
especially on cotton cultivation.®® According to Liu, this crop was particu-
larly appropriate to the climate of Shaanxi and Gansu, since cotton could
thrive in these predominantly dry regions. Liu reported that he worked
closely with the CCC in this field.*” In his memoirs he proudly states that
this collaboration greatly contributed to laying the foundation for the devel-



Implementing Rural Reforms

opment of the national textile industry. Liu did indeed work closely with the
CCC’s chairman, Chen Guangfu. Together they visited the poorest rural
areas of Shaanxi in order to decide whether they were suitable for cotton
cultivation. Having decided that indeed they were, Liu and Chen started
actively promoting cotton cultivation there. Other factors made Shaanxi an
optimal target for CCC intervention. Shaanxi’s climatic conditions and ter-
rain proved to fit particularly well two of the best varieties of American
high-quality cotton (Stoneville no. 4 and Delfos no. 531) that the CCC was
attempting to adopt in China.” Finally, by focusing on this area, the CCC
leaders also aimed at isolating newly imported varieties of cotton from the
fields of low-quality domestic varieties, which were mostly concentrated in
Jiangnan. In this way the CCC hoped to prevent cross-pollination, a prob-
lem that had frustrated many previous, locally based experiments. It was in
Jiangnan especially where it had proved very difficult to maintain the high
quality of imported seeds due to the proximity of experimental fields to the
already-existing low-quality plants cultivated by peasants in that area.”!

In Shaanxi, the CCC divided its work into two main activities. It first
promoted the cultivation of already-tested cotton varieties, mostly the
American Million Dollars and Caret, bringing the acreage of land culti-
vated in these varieties from 191,000 mu in 1934 to 1,026,973 mu in 1936. The
CCC also tested the Stoneville no. 4 and Delfos no. 531 varieties for three
years in the province’s experimental fields. In 1936, when the experimenta-
tion period was over, it began promoting these new varieties among the
peasants. In that year the CCC bought 101,351 jin of Stoneville seeds, which
were used in 1937 to bring the acreage planted with Stoneville in Shaanxi
from 1,119 mu (1936 acreage) to 11,346 mu (1937 acreage).”

In the late 1930s, Shaanxi experienced a steady increase in the production
of all varieties of cotton. In 1936, for example, cotton production had grown
to an estimated 614,063 piculs (for an acreage of 2,905,630 mu; 1 picul is
133.33 pounds) from the 464,946 piculs (2,592,065 mu) of 1935. Productivity
had also increased. In 1935 the yield was estimated at 17.94 jin/mu. In 1936
it had risen to 21.13 jin/mu. These general province-wide data also include
results obtained by agencies other than the CCC. The CCC, however, ap-
pears to have been the leader of most of the cotton improvement activi-
ties in the region and was largely responsible for the increase in acreage and
productivity.”?

The CCC’s second-largest effort in cotton improvement was in Jiangsu.
Here the CCC worked mostly in cooperation with local agencies—al-
though it had also established its own experimental field and guiding
bureau—bringing the acreage of land cultivated in high-quality cotton
from 330,204 mu in 1934 to 608,760 mu in 1936.7* In this area the CCC
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focused especially on the cultivation of Caret cotton, which responded bet-
ter to the local environment.

According to Richard Kraus’s extensive research on cotton cultivation,
nationally the acreage of land in cotton increased from 58.8 million mu in
1928-30 to 61.6 million in 1931-33 and to 69.9 million in 1934-36. In 1936, of
these 69.9 million mu of land in cotton, only 3 million were cultivated with
fresh seeds (i.e., newly imported seeds, rather than obtained from a local
crop, and therefore free from any cross-pollination).”” According to data
collected by the Chinese historian Wang Shuhuai in his study of the CCC,
in 1936 the CCC was responsible for 2,676,025 mu of land in fresh seeds (of
which 1,026,973 were in Shaanxi).”® This figure would give the CCC credit
for most of the acreage in fresh seeds. This result appears credible only in
consideration of the fact that by 1936 the CCC had centralized control over
various cotton improvement agencies and, for this reason, the numbers it
reported came close to the national average. Even if the CCC national data
were inflated, the results it obtained in Shaanxi (1,026,973 mu) would con-
stitute one-third of the entire national expansion of cultivation in fresh
seeds, a very significant contribution. When looking at the numbers related
to land in fresh seeds, it is important to keep in mind that fields of high-
quality cotton were threatened by cross-pollination, which could in the
long run compromise the quality of the final product.”” According to Kraus,
however, China was well on its way to keeping cross-pollination under
control, having already gone through decades of seed selection.”

According to Wang Shuhuai, in Shaanxi the CCC’s intervention was
responsible, not just for expanding the acreage of land cultivated in cotton,
but also for an increase in yield per mu from the 1931-36 average of 0.26
piculs to 0.32 in 1938, an increase of almost 10 percent.”” Kraus’s figures
confirm this increase in yield per mu, although with an important qualifi-
cation. From a peak of 25.4 catties per mu (1 catty is equal to 0.5 kilogram,
or 1.10 pound) in 1924-25, cotton yields fell to 23.6 catties in 1928-30 and
22.1 in 1931-33. In 1934-36 they jumped back to 24.6 catties per mu. The
long-term average remained steady, leading Kraus to argue that China
experienced no significant long-term trend in yield per mu in the years
1918-36.%° The comeback of the 1934-36 years from a period of decline is,
however, quite significant because it shows that cotton production was able
to weather the 1930s agricultural crisis. In addition, we need to keep in
mind that Kraus’s national data on cotton production also include low-
quality cotton, intended for a variety of uses ranging from hand weaving
and for padding of clothing and furniture, both enjoying lively markets at
the local level in 1930s China.?! As mentioned earlier, the CCC focused its
intervention specifically on cotton destined to supply the modern cotton
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mills in Shanghai, a very specialized portion of the national product. For
this reason the effects of the CCC’s intervention are more accurately
reflected by numbers focused on the expansion of new high-quality vari-
eties rather than general measurements of national production.

In evaluating the impact of the work of the CCC, however, the question
arises of whether the CCC was on its way to achieving its much touted goal
of self-sufficiency in cotton supplies for the cotton industry. According to
Kraus, domestic “factory yarn supply and cotton consumed in the spinning
of factory yarn clearly kept increasing throughout the period [1918-36]
and China both rapidly approached and achieved self-sufficiency in the
Twenties.”? Kraus’s long-term analysis, therefore, points to a steady trend
in the 1918-36 period that minimizes the impact of the CCC, since self-
sufficiency was achieved in the 1920s, well before the CCC was established.
In this instance as well, however, short-term fluctuations, for both raw cot-
ton and cotton yarn, show increased imports in the late 1920s and early
1930s.8% In 1933 imports of raw cotton constituted 7.29 percent of China’s
total imports, second only to rice (11.17 percent).3 The late 1930s, however,
marked a return to low imports.®> These data were influenced by a variety
of factors, including the loss of Manchuria in 1931, since Manchurian
imports suddenly ceased to be included in national statistics. The main
cause of this sharp decline in the 1930s, however, has mostly to be found in
the increase in domestic production of high-quality cotton.® When com-
paring short-term trends in production and imports, in fact, we find a
clear correspondence between the two. This short-term analysis, therefore,
shows that when production fell, imports of cotton supplies increased.
Although the long-term trend remained steady, the short-term analysis
shows a crisis in the late 1920s and early 1930s that was overcome with the
important (if not sole) contribution of the CCC. The intervention of the
CCC and other agencies in response to the crisis contributed to the return
to the level of production and imports that characterized the early years of
Kraus’s long-term trend. Advances toward self-sufficiency were also made
in cotton textiles. China’s output of machine-made cloth increased dramat-
ically in the 1930s (while production of handmade cloth experienced a deci-
sive decline), recovering from a slump in the late 1920s.%” Imports of cotton
goods also declined following the expansion of the domestic product.

Going beyond the issue of whether the CCC deserves credit for the
national increase in cotton production and decrease in imports, a question
that is not easily answered, we may ask whether the CCC was able to
ensure that improved domestic raw cotton was channeled to support
Chinese minzu industry and did not end up benefiting foreign factories
on Chinese soil. The CCC, while seeking autarky as its ultimate goal, was
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immediately concerned with stimulating the growth of Chinese cotton
mills, making them competitive with their Japanese counterparts. An arti-
cle in the Chinese Village—always critical of Nationalist reforms—actually
criticized the CCC, claiming that its work, rather than strengthening the
minzu economy, resulted in improving supplies for imperialist factories in
China.® Chen Hansheng also supported this critical view of the Nationalist
effort to improve supplies of agricultural raw material. In his work on the
Chinese tobacco industry and the role of the British-American Tobacco
Company, Chen wrote: “It seems quite clear that the increase of raw mate-
rial in a semi-colony had not helped to promote national industry, but has
materially extended the influence of foreign industrial capital instead.”*°
According to Chen, the British-American Tobacco Company controlled not
only the new credit organizations—in cooperation with the local gentry it
had co-opted—but also the marketing of tobacco, ensuring that the newly
improved raw material went directly to supply its factories. In this work,
therefore, Chen clearly presented the very important question of whether
the means devised by the CCC, and the NEC at large, were effective in
fighting imperialism and freeing China from its semicolonial status or
whether they instead deepened the hold of foreign imperialism on the
Chinese economy. The autarkic goals of the CCC and its effort to develop a
minzu Chinese economy were thus very much predicated on making sure
that Chinese factories were the first to take advantage of new, improved
supplies of domestic cotton and could thus compete effectively with Jap-
anese mills.

Marketing and Markets

The issue of who benefited from China’s improved cotton rested ultimately
on the CCC’s ability to establish effective control of the marketing process.
On this point, however, the CCC’s plan reveals three major problems. First,
although its goal was to exercise economic control, it relied on market
mechanisms, which often curbed its ability to effectively control the circu-
lar flow of cotton (raw cotton from the village to coastal factories and
industrial cotton goods back to the village) that was to ensure the autarkic
development of the minzu cotton industry as well as the transformation of
China into an economic unit. The second, and related, problem was that the
CCC leaders relied on an abstract, modernist narrative of the market that
betrayed little understanding of current patterns of marketing and con-
sumption and led them to underestimate rural market forces and trends.
Finally, the CCC leaders did not take into account China’s semicolonial sta-
tus (using Chen Hansheng’s terminology), which prevented the Nationalist
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leaders from freely adopting protectionist measures in support of the minzu
industry.

In 1934 the CCC established in Shanghai the National General Marketing
Office for Cotton Production and Marketing Societies (quanguo mianhua
chanxiao hezuoshe yunxiao zongbanshi chu). This office was supposed to help
cooperative societies market their products directly on the Shanghai market
under the best possible conditions and by supplying local societies with up-
to-date information on the Shanghai market.! Each society, assisted by local
cotton improvement bureaus, would handle the ginning, packaging, grad-
ing, and transporting of cotton to the market. The idea was that through
these societies peasants could sell their cotton directly to the market and
obtain higher prices while avoiding merchants” speculations. The logic of
the CCC’s marketing strategy was therefore similar to the one for rural cred-
it. The state would establish new infrastructures devised to help peasants
avoid middlemen (in this case, merchants and brokers) and maximize their
returns. The peasants would then be economically motivated to abandon
traditional marketing structures and take advantage of the new CCC mar-
keting networks.

This system, however, did not work as well as expected. The lure of
higher returns was not enough to make the peasants break old habits.
Above all, the risks and the delayed payments involved in cooperative
marketing discouraged the peasants’ full participation in the CCC’s
scheme. For peasants, selling through cooperative societies meant not just
delayed payment for their crops, since the society would pay only a frac-
tion of the crop price at the time of collection and delivered the rest of the
money only after the sale had been completed. In addition, it also meant
assuming significant risks. Society managers did not fully understand the
commercial quotations provided by the general office and found it difficult
to navigate the market in the way the CCC leaders had hoped.®*> The local
elite were ready to exploit this problem and compete against the societies
in order to maintain control over the village crops, as Campbell’s reports
discussed earlier have already revealed. Aware of the peasants’ chronic
need for cash, local landlords and merchants—often the same groups
involved in moneylending—offered to buy their crops for cash. The peas-
ants found it very difficult not to accept their offers, although it always
meant selling at a lower price.

Some cooperative societies also experienced serious problems resulting
from China’s inadequate transportation system. When societies attempted
to sell their products directly on the larger provincial or urban markets in
order to obtain better prices and to avoid middlemen, they often found that
their cotton could not reach the market in a timely fashion because of train
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delays and the general disarray of China’s transportation system. They
would thus incur losses. Because of transportation problems, the flow of
supplies to the urban markets was very uneven at times, creating severe
shortages one day and an overabundance of the same product the next. A
market could be suddenly flooded with a surfeit of cotton, which would
cause its market value to fall, and the society would be forced to undersell
its cotton. Even a single day of delay could affect prices dramatically. In
addition, storage expenses skyrocketed when cotton was forced to sit for
days in an intermediary station before being shipped to its final destination.
Some societies decided to limit their losses by selling on the local markets,
which, although offering lower prices than the Shanghai or Tianjin markets,
did not present the risks involved in long-distance transportation.”® As a
result of these problems, in 1934, not all the cotton produced by the soci-
eties was marketed through the CCC system.?* According to a CCC report,
only 25,540 piculs of cotton were marketed through cooperative societies, a
small fraction of the total crop of improved cotton.

In response to the problems encountered in 1934, the CCC changed
its marketing organization. In 1935, the Central Cotton Production
Improvement Bureau established marketing branches in the provinces.
Peasants would now sell their product directly to cooperative societies,
which paid them cash immediately upon receiving their cotton. The soci-
eties purchased and marketed cotton on behalf of the provincial branches
of the central bureau, which ultimately shouldered all financial risks and
responsibilities.”> This change eliminated uncertainties and delays and
encouraged peasants’ participation. As a consequence, the quantity of cot-
ton marketed through the CCC’s organization rose to 52,271 piculs in
1935—not including cotton produced in Hebei that was sold on the Tianjin
market and was not included in the figures calculated by the CCC office
in Shanghai. Of these 52,271 piculs, however, only 2,228 piculs were mar-
keted directly to factory representatives.”® The rest ended up on local mar-
kets or, even when it reached Shanghai or Tianjing, became available to
both Chinese and foreign buyers.

This system, although more successful then the previous one in bringing
higher returns for peasants and improved cotton to minzu cotton mills,
transformed the CCC's societies into one additional broker for the market-
ing of rural cotton. In his report on cooperation in Shaanxi, Campbell
described the CCC’s marketing work in the province, commenting on both
its success and its speculative (noncooperative) nature.

A marketing branch of the Cotton Industry Commission [CCC] was estab-

lished in Sian [Xi’an]. This branch borrowed extensively from the banks
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and also $50,000 from the Provincial Government and the Cotton Industry
Commission. It then published to every society a maximum price at which
it could buy its members’ cotton. This price was based on the price ruling
in Shanghai, but conservatively fixed with a substantial safety margin. It
undertook to buy all cotton offered at this rate plus $1.00 per picul, of
which $0.50 went to the societies to cover their expenses and the other
$0.50 into a special fund constituted to pay off ... overdue loans. These
terms were generally accepted. The marketing branch sold the cotton in
Cheng-chow [Zhengzhou], Shanghai and Tsingdao [Qingdao], and, with
the help of good luck in the matter of prices, made substantial profits,
which also went into the special fund. . . . Of course the 1935 operations

were not co-operative at all, but mere speculative trading cotton.””

As we have seen earlier, Campbell’s liberal idea of cooperative societies
contrasted with the Nationalists” use of economic cooperation as a channel
for economic control, leading him to complain that the CCC societies did
not really function as marketing societies “but rather [as] local collecting
stations for a marketing union to which they are affiliated.”*® This view
was also shared by Sun Enlin, the director of the CCC’s Central Cotton
Production Improvement Bureau. Discussing the new marketing methods,
he lamented that the new practices went against the purpose of rural coop-
eration, since societies had now become “merchants in disguise.”® Sun
commented that mill owners were especially satisfied with the 1935
marketing regulations, which allowed them to send representatives to the
cotton production and marketing societies in the rural areas and directly
purchase raw cotton. While this practice ensured the elimination of mid-
dlemen (the traditional merchants and brokers), who often adulterated raw
cotton to increase its weight and improve their profits, it disregarded the
original idea that peasants were to benefit from the new system of cooper-
ative marketing.!® Sun’s remarks reveal the tension among the CCC'’s dif-
ferent components and his dissatisfaction with the mill owners” focus on
acquiring cheap and high-quality raw cotton for their mills at the expense
of the CCC’s wider reform goals. From the CCC mill owners’ point of view,
however, collecting improved cotton was exactly the function the societies
should perform. The problem rested instead in their inability to collect
more cotton more efficiently.

Campbell’s and Sun’s remarks highlight the logical incongruity of the
CCC’s cooperative network. The CCC originally planned to achieve control
over the rural economy by triggering new marketing trends. As this strat-
egy proved slow and complicated, it resorted to more direct and less coop-
erative marketing strategies. Like Campbell, Sun blamed this failure to
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adhere to cooperative principles on the haste in which cooperatives were
established and on their members’ and managers’ consequent lack of
proper education in cooperative and marketing matters. This lack of edu-
cation, Sun argued, made it impossible for societies to deal properly with
the marketing of cotton and led to a more decisive intervention from the
CCC.101 The problem, however, appeared to rest primarily on the fact that,
by 1937, one of the most crucial issues of the CCC—that is, the boundaries
of state intervention in the economy and the extent of economic control—
was still largely undecided, and the CCC’s various components still held
different ideas about it.

In spite of their ambiguous position between controlled and market
economies, CCC societies, when able to function, succeeded in lowering
marketing costs, as pointed out by Campbell’s report on Shaanxi. This suc-
cess was also reported by Fang Xianting in his study of Hebei. Fang’s study
showed that the cost of marketing through commercial channels averaged
around 21.6 percent of the selling price at the terminal market, while the
cost of cooperative marketing averaged only 4 or 6 percent. At the same
time, Fang argued, the fact that the grower participated in the cooperative
society’s program for cotton improvement ensured a higher price for his
crop and a better profit from its sale.!? It is true that Fang was an enthu-
siastic supporter of cooperation and probably was overly optimistic in his
assessment. In general, however, cooperative marketing, even if perform-
ance varied regionally, had the potential to significantly decrease marketing
costs and ensure higher returns for the peasants at the expense of mer-
chants and brokers. Cooperative marketing, therefore, had the potential to
slowly erode the power of the local elite in the village as peasants’ trust in
societies improved and their debts decreased. The CCC did not survive
long enough, however, for its cooperative network to become established
and bring about the desired results.

The reduced costs of cooperative marketing also had the potential to
ensure cheaper supplies for Chinese minzu mills, especially after 1935,
when cotton mills were allowed to purchase raw cotton directly from
the producers through the CCC cooperative organization. Most of the
cotton produced by societies, however, ended up available for everyone
on the market and was not channeled directly to minzu mills. Even in
this case, however, cotton mills could now rely on expanded supplies of
affordable, high-quality cotton, which previously was mostly imported
at high prices. Whether this development supported the growth of the
Chinese minzu industry vis-a-vis the Japanese, as intended by the CCC
leaders, is difficult to tell. Comparative data on cotton production in
Chinese and foreign mills show the Chinese factories gaining vis-a-vis
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foreign competitors, although it is impossible to determine to what
extent this was the result of increased availability of cheap domestic raw
cotton.103

The development of the minzu industry at the expense of its foreign
counterpart, however, did not depend solely on the availability of cheaper
supplies. The application of wider “control” policies, such as the adoption
of protectionist regulation, was also necessary. The Chinese government,
however, was unable to manipulate import and export tariffs or adopt new
taxes favorable to Chinese-owned mills. When, for example, in 1933 China
finally gained the freedom to set its own tariffs, pressure from Japan
blocked any effective action. On May 22, 1933, Song Ziwen, at the time the
minister of finance, issued new tariffs aimed at protecting China’s indus-
tries. Song also attempted to launch regulations for clearly labeling goods
according to the country of origin.!™ Heated pressure from Japan, however,
resulted in the elimination of the regulation on import labeling and the new
tariffs and their replacement with new ones, highly favorable to Japan.'®
Nationalist leaders attempted to use boycotts as a tool to compensate for
their inability to regulate import duties. In spite of the popularity of the
National Product Movement (guohuo yundong) and its attempt to get con-
sumers to buy Chinese goods, boycotts proved only sporadically success-
ful and did not have a significant economic impact.!% Chen Gongbo's
productivist approach led him to argue that boycotts would always have a
limited effect if domestic goods could not be produced in sufficient quan-
tities to meet the demand. For this reason he hoped that, as quoted earlier,
“the Chinese common man will consider the future of China as well as his
own and will rush to invest in domestic production.”’”” Chen’s statement
illustrates the CCC leaders’ attempt to circumvent their inability to adopt
protectionist measures (which were, in reality, crucial for achieving
autarky) with alternative ways to influence the market, mostly by promot-
ing nationalist behavior among Chinese consumers and stimulating the
production of domestic goods.

The circular flow of raw material and finished goods between village and
urban industrial center that was at the very core of the CCC plan, however,
was a more complicated matter than the CCC leaders envisioned. In gen-
eral, they tended to underestimate and misunderstand local market forces
in their attempt to impose new long-distance and centralized marketing
trends. They mostly worked on the assumption that the rural consumer
would rush to buy Chinese industrial cotton goods and would eventually be
able to absorb an unlimited amount of them, allowing the Shanghai cotton
industry unbounded growth. The CCC’s narrative of development of the
rural market and national integration, however, offered a greatly simplified
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representation of the complex and diversified demand for cotton goods. The
CCC leaders devised their plan based on the view, well established at the
time and still very fashionable today, that, in the words of Kraus, “China
was the scene of a pitched battle between a superior machine-made cloth
and an inferior hand-woven cloth, and that inevitable defeat of the latter
awaited only proper transportation facilities so that it could be ferreted out
of its isolated, hard-to-get- to strongholds.”'%

Demand for cotton goods, however, followed a different logic than just
availability of machine-made cloth. While factory cloth was generally pre-
ferred by the urban middle class, it was not popular in the rural areas.!”
Even if handwoven cotton was coarser and often more expensive than the
machine-made variety, it was warmer and more durable. For this reason it
enjoyed a solid market in the rural areas, where peasants preferred it to
cheaper industrial goods. The CCC’s plan to bring prosperity to the vil-
lages, in order to increase their purchasing power, would not necessarily
have translated into increased sales of industrial cotton goods from the
coastal areas. Only a high level of prosperity could have supported the
CCC leaders’ plan: in this case, the peasants would stop worrying about
durability and, knowing that they could afford to buy cloth more often,
would begin to prefer the smoother and softer machine-made goods.'? In
general, demand for cotton goods depended not just on prices and supplies
but on cultural factors and the social composition of a specific market. In
this respect, the CCC leaders appear to have glossed over the complex char-
acteristics of the rural market, favoring instead a modernist and produc-
tivist approach that disregarded the peasants’ needs and habits.

Two Nations, One Village

The work of the CCC in the rural areas was also affected by the different
nation-building visions of Jiang Jieshi and the Wang group. This political
split played itself out not only in Nanjing, but also in the provinces. The
rural village also became a site of confrontation between Jiang and Wang
for control over local economic and political resources. Even in Shaanxi,
where the CCC was particularly active and successful, the CCC met with
political opposition. In his memoirs, Liu Jingshan, the chairman of the
Northwest Office, complains of a lack of support from the local authorities,
who, in fact, turned out to be quite hostile to the reforms sponsored by the
NEC. In Shaanxi the Nanjing government had appointed its own personnel
to replace officials who had been loyal to the previous warlords. In 1933 Shao
Lizi, secretary of the Huangpu Military Academy under the directorship of
Jiang Jieshi in the mid-1920s,'! was appointed chairman of the Shaanxi
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provincial government. Yang Hucheng, a native of Shaanxi and a GMD mil-
itary strongman who had participated in the Northern Expedition under
Jiang Jieshi, was appointed chairman of the Xi’an Pacification Office (Xi'an
Suijing shu)."? Thus, Jiang's followers were charged with keeping political
order in the region while the NEC took care of economic reconstruction.

Liu tells us that both Shao and Yang “expressed their willingness to col-
laborate with the representatives of the central government and were will-
ing to cooperate in any possible way. But then in the most important issues,
because they disagreed with me, they made sure that my plans came to
naught.”"> While in Shaanxi, Liu attempted to persuade private banks
from the region and from Shanghai to invest in water conservation. The
banks would offer low-interest loans to the provincial government, which
would run the water irrigation system. The peasants would pay a fee of
about three yuan per mu to use the new irrigation system. These fees would
then be used to return capital and interest to the banks. According to Liu,
the plan would be beneficial to the banks, which were offered a fairly low-
risk opportunity for investment since the loans were guaranteed by the
state. In exchange for this safety, they would express their commitment by
accepting a low margin of return on their invested capital. The plan would
also benefit the peasants, who desperately needed irrigation and would
find the water-use fees reasonable.!

This plan, however, met with the opposition of Shao Lizi, who told Liu
that “the peasants suffer much because of droughts and famines. I cannot
bear to take money from them.”"® For this reason he wanted the govern-
ment to shoulder the entire financial burden. Liu argued that the govern-
ment could not afford to finance the irrigation project. Moreover the project
was meant to circumvent the effects of drought and famine and to increase
production per mu, thus eliminating the very problem that was the basis of
Shao’s opposition, poverty. Although Liu repeatedly tried to convince him,
Shao Lizi did not change his mind. The local government thus refused to
guarantee the loans, and therefore no banks were willing to invest in Shaanxi,
since they could not have any assurance of repayment. Ultimately, govern-
ment funds never materialized and the project was abandoned.

The confrontation between Shao and Liu was symptomatic not just of a
general difference of opinion—Shao representing the antibusiness view
common to the Jiang group, in opposition to the NEC leaders’ model of
joint state-private nation building—but also of diverging reform priorities
that fuelled the struggle over political and economic control over resources
between the group rallied around the NEC and the militarists linked to
Jiang. Jiang was interested in carrying out public-works construction but
gave priority to projects that served immediate military purposes. This was
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the case with road construction. Two of the major road construction proj-
ects carried out by the NEC, with the full political support of Jiang, were
the Three Provinces Road (Jiangsu, Zhejiang, and Anhui) and the Seven
Provinces Road (Henan, Hubei, Anhui, Jiangxi, Jiangsu, Zhejiang, and
Hunan). They were both originally planned by either the Military Com-
mission (junshi weiyanhui) or the Henan, Hubei, and Anhui Bandit Sup-
pression General Headquarters and only later assigned to the NEC for
execution.!®

Jiangxi Province also fell under the direct control of Jiang, jeopardizing
the NEC’s work in this region. Prompted by the launching of Jiang’s fifth
anti-Communist campaign in this region on January 27, 1934, the NEC
established the Jiangxi Office (Jiangxi banshichu), which was dedicated to
the military defeat of the Communists and therefore was placed under the
control of Jiang.!'” The launching of these military campaigns marked the
end of Jiang’s exclusion from the NEC. In January 1934, he succeeded in
being appointed to the Standing Committee of the NEC, which was now
composed of five members: Wang Jingwei, Song Ziwen, Sun Ke, Jiang
Jieshi, and Jiang’s close associate Kong Xiangxi, in his new capacity as min-
ister of finance.!8 At the same time Jiang began to promote his military
interpretation of the an’nei rangwai platform. At the five-province bandit
suppression meeting, held in Lushan on June 9, 1932, in preparation for
the Fourth Anti-Communist Campaign, he delivered a speech entitled “To
Resist Foreign Aggression We Must First Pacify the Domestic Front”
(“Rangwai bixian an’nei”). This speech shifted the priorities originally
established in the an’nei rangwai agreement that had cemented the Wang-
Jiang coalition government. While the elimination of the Communists con-
stituted an important element of an’nei (pacify the domestic front)}—even
for the Wang group, who, however, subordinated it to economic recon-
struction—Jiang’s speech gave it absolute priority and placed military
action above economic reform."*® This reinterpretation of an’nei became a
common refrain of Jiang’s up until the end of the Wang-Jiang coalition gov-
ernment. “The only way to resist Japan,” Jiang insisted, “was to defeat the
Communists.” !

The Jiangxi Office opened in Nanchang on June 22, 1934, directed by
Xiao Chunjin and staffed with personnel chosen by Jiang and Kong.!?! In
spite of the fact that its regulations were identical to those of the Northwest
Office,'? the Jiangxi Office functioned in a very different way, reflecting
Jiang’s concern for counteracting Communist influence in the rural areas
around the CCP’s Jiangxi base.!?® After the failure of campaigns previously
launched by Jiang to wipe out the Communists, Jiang had decided on a
“three parts military, seven parts political” action, reflecting his interpreta-
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tion of the an’nei rangwai platform of the Wang-Jiang coalition. This formula
signaled that the new campaign was to pay more attention to political
organization and less to the military. The Jiangxi Soviets, as the Communist
base was called, were to be placed under a close blockade. Jiang organized
the surrounding rural areas into fortified villages while the Nationalist
army controlled public roads, limiting access to the area under siege.!?* The
Jiangxi Office became engaged in both economic and political activities
through a series of Rural Services Centers (nongcun fuwuchu).!® These cen-
ters, ostensibly part of the NEC network of cooperative societies, officially
focused on agriculture, education, public health, and economic coop-
eration, but they also hosted special public-order bureaus and New Life
Movement divisions.””® The movement for economic rehabilitation and
public health in Jiangxi was thus accompanied by major political reorgani-
zation and propaganda efforts. The new political network seized upon
Jiangxi with such a firm grip that the centers came to substitute officially
for the regular provincial administration, thus defying the national
Cooperation Law, which decreed that cooperative societies be subordinated
to the provincial government and not vice versa.'?”

The Jiangxi Office was thus mostly concerned with political control.
It was in the area under its jurisdiction, more than in other areas, that
the NEC’s cooperative network showed its authoritarian face. A League
of Nations expert, Max Brauer, reported in 1934 that half of the local
population in Jiangxi belonged to “so-called utility societies” (the Rural
Services Centers), which, he remarked, significantly departed from the
work usually carried out by cooperative societies. They, in fact, focused
mostly on political work, disregarding much needed help in agricultural
production.'”® The Jiangxi Office took the province by storm with its
intensive propaganda and regimentation of the local rural population into
associations of all kinds, from youth groups to Baojia (village-based
organization of households for mutual security) training, from village
beautification to personal-improvement teams. Ceremonies in ancestral
halls, public lectures, and “wholesome” forms of entertainment were
provided to reeducate the villagers and counteract the CCP’s call for
land redistribution. Finally, new organizations devoted to the solution
of disputes were supposed to ease the tension between peasants
and landlords, which had led many peasants to join the growing ranks
of the Communists.!? The work of the NEC in Jiangxi, therefore, came
to closely reflect Jiang’s idea of garrisoned villages (tutian), discuss in
chapter 2.

In an attempt to accomplish economic reforms in Jiangxi, in keeping
with the original reform spirit of the NEC, Song Ziwen asked the League of
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Nations to send an expert in economic rehabilitation. However, the reform
plan suggested by this expert, Carlo Dragoni, was never seriously consid-
ered by Jiang and was promptly rejected, confirming the Jiangxi Office’s
general disregard for economic reforms and preferential focus on military
and political control.

The Jiangxi Office, therefore, split the NEC into two different directions.
The original NEC, including its original commissions such as the CCC and
SIC, pursued economic nation building. The Jiangxi Office focused on the
military nation building promoted by Jiang, even if it found its legitimiza-
tion as an expression of the domestic consolidation (an’nei) and general
anti-Communist policy that was at the base of the Wang-Jiang coalition.
In addition, departing from the NEC’s original goal, the Jiangxi Office
avoided cooperation with private entrepreneurs and remained a strictly
governmental agency. Rather than relying on private capital, as the CCC
did, the Jiangxi Office established a Farmers Bank, which operated a system
of rural credit in a manner that differed greatly from the CCC model.’®* Led
by Chen Lifu, a close associate of Jiang, the Farmers Bank was based in
rural areas and relied on local capital. The bank, for example, did not
employ the strategy attempted by the CCC and the Shanghai Commercial
and Savings Bank of mobilizing industrial coastal capital to help finance
cooperative societies; rather, it actually aimed at using the societies for cre-
ating the capital of the bank. The Farmers Bank required its societies to
deposit the entire amount of their share capital with the bank itself. It justi-
fied this new rule by presenting it as a strategy for increasing the overall
capital of the bank. This regulation, however, worked as a disincentive for
the societies to do business with the bank. The societies were, in fact,
unwilling to invest any of their funds and in most cases expected to be
totally financed by the bank itself. Most peasants did not have any savings
and were unable to join societies under the terms imposed by the Farmers
Bank.!®! Considering that it was the peasants’ lack of savings that had
prompted reformers to establish rural-credit organizations in the first place,
one can argue that the attempt of the Farmers Bank to raise funds among
the peasants reversed the approach that had characterized rural credit from
the early 1910s to the late 1930s and reversed one of the NEC’s main strate-
gies by excluding the participation of private business.

After 1935, when Jiang took control of the economic administration of
the government, the Farmers Bank became the major player in rural credit
nationwide, and by 1936 and 1937, the participation of private banks linked
to the NEC group had sharply dropped. In Hunan in 1936, for example, the
Shanghai Commercial and Savings Bank officially sponsored only one co-
operative society, although it had previously been the largest investor in
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rural credit, having extended loans totaling $175,789 to cooperative
societies.!® Overall, between July 1934 and June 1935, the Shanghai
Commercial and Savings Bank loaned over $2 million to 125 cooperative
societies in seven provinces where the CCC was most active. Meanwhile,
the Bank of China—at the time under the leadership of Jiang Jia’ao, who
had strongly supported Song Ziwen at the National Economic Conference
and was currently a member of the NEC—nearly quadrupled its loans to
agriculture in two years (1933-35).1%® However, by 1937, private business
had gradually been cut off from rural-credit institutions under the direct
control of Jiang Jieshi. Chen Lifu, the head of the Farmers Bank, clearly
expressed his view on the matter. During a conversation with Chen
Guangfu, he repeatedly complained that the management of cooperative
societies was no concern of bankers because it fell under the scope of gov-
ernment intervention, arguing, “You cannot do this; this is our job.”!** Chen
Guangfu ultimately lost control of his bank in 1935 with the ousting of the
Wang group from the government.

The confrontation between NEC-style and Jiang-style rural credit was,
therefore, not limited to the Jiangxi region, further contributing to the gen-
eral confusion and lack of coordination that characterized most reform
projects launched by the Nationalists. Despite the centralizing efforts of the
NEGC, rural credit was never really unified and continued to be character-
ized by competition among different agencies. In certain areas one agency
would prove stronger than others. In addition to banks from the NEC
group and Jiang’s Farmers Bank, provincial reconstruction and cooperation
bureaus sponsored their own credit agencies and maintained their own
cooperative field staff to take care of their local investments.!*

It is clear, however, that nationwide the most active banks were the
Farmers Bank, the Shanghai Commercial and Savings Bank, and the Bank
of China, thus identifying Jiang’s and Wang's groups as the two main com-
petitors.!* In 1936 in Hunan, for example, the administration of coopera-
tives was divided between the Provincial Bureau of Reconstruction, the
CIFRC, the Farmers Bank, the Shanghai Commercial and Savings Bank,
and Nanjing University.! All agencies except the Farmers Bank and the
Provincial Bureau of Reconstruction worked in cooperation with the NEC,
which indirectly controlled most of the societies in the region.!%

Campbell noted that at least two different sets of model constitutions
for cooperative societies were in use in Hunan. The CIFRC, the Shanghai
Commercial and Savings Bank, and Nanjing University followed the
Cooperation Law, which had been drafted by the NEC. The Farmers Bank
and the Provincial Bureau of Reconstruction followed special “regulations
of the Military Headquarters of the Generalissimo.”'® Campbell reported
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that in 1936, in Anhui and Hebei, where the NEC Cooperative Commission
(established in 1935 to bring order to rural cooperation and take coopera-
tive societies nationwide, tasks it was never able to achieve) was particu-
larly strong, cooperatives were unified under the national law, which he
deemed effective and well suited to the local situation. Provinces where the
NEC was weak appeared to be moving in a different direction. Sichuan, for
example, appeared to be in the process of unifying under the “wrong law”
(i.e., the Military Headquarters regulations), as Campbell put it. Oblivious
to the factional struggles under way at the time, Campbell could only won-
der at the peculiarity of this situation: “It is not obvious what advantage
there can be in this [situation]. . .. This is possibly merely a case of instruc-
tions having failed to reach those concerned. . . . Every-one at least pays lip
service to the idea that administration and control ought to be unified, but
there seems in many places to be a lack of real enthusiasm for giving effect
to this badly-needed reform.”140

The political conflict between the Wang and Jiang groups over the role
of private capital in rural development echoed a wider discourse on the
role of private capital in China’s economic reconstruction. Although mod-
ern banks had been involved in rural credit since 1931, their participation
was highly controversial. Critics argued that private banks were represen-
tative of unscrupulous speculation by private capital, and therefore, the
government needed to control them. They also claimed that only the banks
benefited from their activities in the rural areas, substituting themselves for
traditional middlemen while the farmers just passed from one creditor to
the next.!! A common view was that private banks had turned to rural
credit only because of lack of investment opportunities in the cities. It fol-
lowed, therefore, that they were interested, not in rural reconstruction, but
in exploiting the peasants.

Campbell also joined in criticizing the work of the banks. His view of
cooperative society as an expression of grassroots associationism, rather
than a tool for top-down nation builders, led him to argue that “societies
ought to come into being because members have realized that by means of
them they can overcome economic difficulties from which they suffered,
and not because anyone else wishes to find a field for the investment of idle
money.”*> Max Brauer was also critical of the use of private banks in the
Shaanxi cooperative movement. He especially complained that banks,
focused on making profits and avoiding investment risks, tended to invest
only in the villages that needed investments less, because they already
enjoyed good irrigation and favorable general conditions for cotton culti-
vation. Private banks tended to avoid the poorest villages in the province,
which suffered from poor irrigation and needed an influx of outside capital
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the most. Brauer recognized that “not much would be done” without
investment of private capital and argued that the NEC should find more
effective means to encourage investment in less fortunate districts.!#?
These criticisms pinpointed some of the main characteristics of the
credit network created by the NEC, although they did not place them in
their wider reform context. The NEC and its banks indeed aimed at replac-
ing the traditional middlemen as well as solving the banks’ investment crisis.
In addition, their main concern was not in helping the peasants but in sup-
porting the Jiangnan modern minzu economy. The NEC’s nation-building
and economic modernization policies were based on making it beneficial for
private urban banks to invest in the rural areas as a way to attract capital to
the village. Although this business-oriented strategy indeed presented some
limitations, it had the potential for mobilizing much-needed capital.

Conclusion

The problems encountered by the CCC in the rural areas exemplify the dif-
ficulties encountered by the Nationalists in their effort to build a central-
ized nation-state. Breaking the village’s strong socioeconomic network
dominated by local elites was a tremendous challenge that required a slow
and uncertain process of change. These changes proved more easily real-
ized during the early years of the PRC, when land reform and the political
campaign against “local bullies” swept away, often violently, the local elite
and created the economic and social vacuum in which a new state-led
village organization could emerge. Class struggle and land reform were not
in the Nationalist agenda, although most of the reformist Nationalist lead-
ers and intellectuals perceived the elimination of the rural elite as the first
step toward economic modernization and nation building. On this point,
Nationalists and Communists shared a similar goal, but they differed on
how to achieve it. A major difference between the CCC leaders and the
Communists, however, is that the CCC leaders were interested in bypass-
ing only the members of the rural elite they could not co-opt, while they
had no problem with those who participated in their reform effort. That the
local elite tended to take over the state’s cooperative networks was not a
problem for them, as it had been for Chen Hansheng, if it did not hinder
their reform program. After all, their goal was not class struggle or socio-
economic justice but improving and expanding supplies of raw cotton and
establishing strong economic ties between rural hinterland and industrial
Shanghai (transforming China into an autarkic economic unit).

Chen Gongbo’s discussion of controlled economy and the corporativist
organization of the state described a level of centralized economic planning
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and control that the NEC and CCC never achieved. This discrepancy was
the result of the business interests represented in the CCC, which led to a
weakening of the control policies envisioned by Chen. It was also a result
of the CCC’s strategy of relying on market mechanisms for stimulating
agricultural production and channeling raw cotton to the Shanghai market.
Even if adopting a less forceful form of controlled economy, the CCC still
had the potential to change the economic life of the village. Changing the
traditional pattern of credit and marketing could have helped overcome the
economic stagnation that most Chinese and foreign experts perceived to be
one of the main causes of China’s rural crisis. On the other hand, the CCC’s
intervention in the rural economy, aimed mostly at supporting the devel-
opment of urban industrialization, had also the potential to trigger the
decline of local commercial opportunities. Lively local markets would be
gradually overpassed by the interregional networks of the CCC’s market-
ing societies. Interest on loans would go to enrich urban banks rather than
local moneylenders, draining away rural capital. In addition, the local
handicraft industry, which was an integral part of village economic life,
would have suffered from the competition from coastal industrial goods.'*

In the final analysis, however, the CCC deserves credit for instituting a
national network for reforming the cotton industry and, as a consequence,
ensuring the good performance of the cotton industry in the Nanjing
Decade. Although it built on a trend that had begun as early as the late
nineteenth century, it was particularly successful in developing these ear-
lier experiments and setting up an effective nationwide system of quality
standards, cotton grading, and controls. The national reach of the CCC
was also crucial for its success in improving the quality of cotton, a task
that had proved a challenge for previous, locally based reform projects.
The national-level structure created by the CCC survived beyond 1949.
Although the higher echelons of the CCC were politically compromised by
their association with the GMD, most of the CCC experts represented a
new group of technocrat government officials who acted outside the GMD
factional struggle. Most of the CCC’s experimental bureaus, field offices,
directing offices, and personnel continued their work undisturbed under
the Communist regime. The Central Experimental Bureau of the NEC, for
example, became the leading office of the early PRC’s efforts in industrial
development.!#®

The CCC was also successful in its corporativist goals, at least when it
came to its rural work. The CCC, in fact, decided on and implemented rural
reforms with a significant unity of intent among its various constituencies.
The main reason for this success, however, mostly rests in the common
interest of CCC members, who could, with no exception, only benefit from
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channeling rural resources into the Jiangnan industrial economy. While
the CCC’s rural reforms went against the interests of the rural elite, they
directly served those of the urban entrepreneurs. The corporativist and
reformist unity of the CCC was threatened, however, when it came to re-
forming the industrial production of cotton. As discussed in the next chap-
ter, this reform effort raised sensitive questions about the autonomy of the
private entrepreneurs and the limit of economic control and jeopardized
the socioeconomic alliance that was supposed to sustain the CCC’s nation-
building effort.

Ultimately, however, the most significant challenge to the CCC’s work
came from the lack of sustained support from the central government. The
difficult task of bringing the rural village under Nationalist control was
severely hindered by the political split in Nanjing, which affected China’s
political life from the capital to the village. As mentioned in the beginning
of this chapter, the issues at stake were the persisting differences over the
role of the private economy in nation building and over the solution to the
rural crisis (productivism versus military pacification).
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CHAPTER 6

Officials, Industrial Magnates, and Bureaucratic Capitalism

The communality of interests between the NEC leaders and the
Jiangnan entrepreneurs that had sustained the CCC’s work in the
rural areas did not extend to all aspects of its reform plan. In gen-
eral, the various components of the CCC tended to agree on rural
reforms, as they did not infringe upon their economic turf but only
opened up new business opportunities at the expense of the rural
elite. Such harmony between state and business representatives,
however, tended to disintegrate when the CCC’s intervention
reached into factories and ran up against the immediate economic
interests of the industrialists, triggering resistance. The CCC’s
attempt to “rationalize” (zhengli) industrial production and factory
management illustrates the difficulties that the Wang group faced in
striking a balance between state intervention and the idea of foster-
ing the private minzu industrial economy, an idea that was at the
center of the CCC’s corporativist project.

The minzu definition adopted by the leaders of the NEC and the
CCC involved more than the geographical distinction between
the coastal industrial areas and the hinterland. It, in fact, required
the exclusion of those industrialists within the Jiangnan industrial
elite who placed immediate economic interests before the goals of
modernization of the industry as a whole and national salvation or,
at least, did not share in the CCC leaders’ notion of modernization.
The very membership of the CCC came to be split along this line.
Cotton mill owner Rong Zongjing, who had been a pioneer in the
modernization of the cotton industry, became an unexpected target
of the interventionist arm of the CCC. While Rong appeared to have
shared the CCC'’s concern for cheaper and improved raw materials,
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he proved reluctant to implement some of the reforms promoted by the CCC
for the modernization of industrial management. These same reforms, how-
ever, were wholeheartedly supported by cotton mill manager Li Shengbo
and cotton mill owner Mu Ouchu, whose vision of the development of the
cotton industry more closely matched that of the CCC leaders.

The CCC leaders expected minzu cotton industrialists to be willing to
embrace change and abandon existing business practices in order to bene-
fit the entire industry and save the nation. If a Chinese industrialist was not
willing to do so, the economic-control apparatus of the CCC would inter-
vene to impose change. Private industrialists, although respected as pro-
ducers, were to be circumvented if they followed their own interests and
not those of the industry and nation. In that case they would lose their right
to cooperate with the state and would become part of the economy that
needed to be controlled. In other words, the private sector was fostered
only if it played the right minzu role in the CCC’s nation-building program.
The relationship of the CCC entrepreneurs with the political leaders of the
CCC, such as Wang Jingwei, Chen Gongbo, and Song Ziwen, was thus
complicated and can be understood only if we understand the moderniz-
ing agenda of the CCC alliance.

Different attitudes among the CCC’s industrialists demonstrate that
ideas of economic modernity neither were subordinated to economic inter-
ests nor constituted a mere rhetorical cloak for self-serving economic oper-
ations. Instead, they were an integral component of the reform-minded
industrialists” perception of what was beneficial to their business. The
reform-minded industrialists perceived themselves as the new modern
economic elite of China and believed they were saving the cotton industry
and, with it, the nation. Li Shengbo (member of the CCC Standing
Committee) and Mu Ouchu (regular member of the CCC), like Chen
Guangfu, had organized their businesses along what they considered mod-
ern principles and expected other factory owners to do the same. The atten-
tion to reform of these industrialists, therefore, did not contradict their
business interests. The American oil magnate John D. Rockefeller, for
example, built his fortune on a combination of reform and unscrupulous
business practices at the expense of the competition. He believed that the
American oil industry needed to be centralized and restructured into a
large-scale organization. This would allow the industry to adopt techno-
logical innovation more efficiently while overcoming competition from
British and Russian oil companies. The American oil industry did indeed
become stronger, but so also did Rockefeller’s Standard Oil at the expense
of weaker and smaller American oil firms.! The example of Rockefeller tes-
tifies to the difficulty of separating reform rhetoric from business interests
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and how businessmen can genuinely believe in reform while trying to max-
imize their benefits from it. This combination of idealism and self-interest
undoubtedly characterized Li and Mu. These two cotton magnates believed
that the reform of industrial management was crucial both for the develop-
ment of the cotton industry as a whole and for the ability of factories to
make a profit.

Differences between Li and Mu, on the one hand, and Rong, on the
other, were also rooted in their different backgrounds. Mu had begun his
career as an agriculturalist and reformer and later had managed important
cotton mills in the Zhejiang-Jiangsu area. He became a mill owner on the
strength of the knowledge of advanced technologies that he had acquired
during his studies in China and the United States. Mu had translated the
work of Frederick Taylor, especially The Principles of Scientific Management,
into Chinese and, following Taylor’s theories, was a strong supporter of
reforms aimed at the rationalization of industrial production.® Li shared a
similar background with Mu. He had begun his career, not as a merchant
or mill owner, but first as an expert in the silk industry and later in cotton
weaving. Unlike Mu, he had not acquired his own factories but continued
to work as a professional cotton mill manager, becoming the director of
some of the most important cotton mills in Shanghai, such as the Dawang
and the Hengda.* Rong, however, was a product of traditional-style busi-
ness. The family fortune was made in old-style Chinese banks. Rong had
moved into cotton textiles and food processing (flour mills). Although he
embraced modernization, he still believed that the right way to manage his
enterprises was with a combination of newly imported Western technolo-
gies and old Chinese practices.’ Thus, although all the CCC industrialists
belonged to the Jiangnan industrial elite, they differed in background,
vision, and interests.

Eventually, Jiang Jieshi assumed complete control over the government
and was able to pursue his own vision of nation building. He therefore
eliminated the administrative agencies that had been the expression of
competing visions, such as the NEC. The ideas that had inspired the NEC,
however, did not disappear. In the case of Wang Jingwei and Chen Gongbo,
these ideas contributed to their decision to collaborate with the Japanese
during Japan’s occupation of China, as discussed in chapter 7. In the case
of Song Ziwen, they reemerged in a form of bureaucratic capitalism, as a
new channel for continuing cooperation with Shanghai entrepreneurs. In
keeping with his trasformismo approach, Song continued to pursue his reform
goals within the limits of the new situation of the Nanjing government.
He thus resized his reform plan—which had already shifted its focus from
the reform of the entire economic administration of the government to the
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more limited scope of the NEC—and attempted reforms very similar to
those implemented by the CCC through the China Development Finance
Corporation (Zhongguo jiansheying gongsi, hereafter CDFC) and the China
Cotton Company (Zhongguo mianye gongsi).® The informal state-private net-
work that had developed during the Self-Strengthening period and that the
Wang group had tried to institutionalize at the national level with the NEC
were marginalized by Jiang and deteriorated into bureaucratic-capitalist
organizations that lost sight of the wider reform and nation-building
goals and more narrowly focused on mere survival in the new hostile
environment.

The Cotton Control Commission and Industrial Reforms

The most important goal of the CCC’s intervention in the urban coastal
areas remained the autarkic development of the cotton industry by reori-
enting it away from Japan and integrating it with the rural hinterland econ-
omy. This goal was a direct continuation of the work carried out in the rural
village and aimed at completing the process of modernization of the whole
cotton industry that had been initiated at the village level. The improve-
ment of production of domestic raw cotton would fail to bring about self-
sufficiency if industrial production lagged behind rural output. According
to the leaders of the CCC, the self-preservation of the cotton industry, and
of the nation as a whole, ultimately rested on the ability of factories to take
full advantage of improved supplies of domestic raw material, to increase
their production to meet the needs of the nation, and to improve the qual-
ity of their goods to overcome competition waged by Japanese imports
on the domestic market. Without good performance in the industrial sector,
the remapping of the economy of the cotton industry would be incomplete.
The flow of raw cotton from the village to the coastal industries and then
back to the village markets in the form of goods would be broken, prevent-
ing the autarkic development of the industry and leaving the country open
to increasing dependence on foreign products.

The CCC’s 1934 plan directly addressed these issues. It focused on tech-
nological innovation and rationalization of the industrial process of cotton
spinning, weaving, and dyeing by promoting modern industrial manage-
ment,” introducing manufacturing standards aimed at raising the quality of
cotton yarn and cloth, introducing modern textile equipment such as spin-
ning and weaving machinery,? training skilled labor, compiling surveys
and statistics, and facilitating the marketing of cotton goods.’ The CCC also
established textile research centers, which focused on experimenting with
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new machinery and industrial processing techniques. These centers also
trained personnel and had specialized departments that were assigned the
task of spreading technological innovations to cotton mills.!® These depart-
ments were to research specific problems faced by factories in their area
and send experienced advisers to help solve their problems."! The CCC
also assumed responsibility for circulating information that it deemed cru-
cial for a “rational” approach to industrial management. For example, the
CCC began to compile statistics on the agricultural production of cotton to
help cotton mill owners estimate the quantity of raw cotton entering the
market and, consequently, its likely price fluctuations. This information
would help mill owners decide on production and marketing strategies.?
In addition, data on domestic cotton were compared with those on cotton
conditions in other countries and with international price trends to aid in
developing international business strategies.!?

As was the case with the CCC’s intervention in agriculture, the CCC
built its work for the improvement of industrial production on initiatives
that had already developed at the local level. The CCC aimed at coordinat-
ing them on a national scale and so put an end to the current fragmentation
of economic reform of which Chen Gongbo had so bitterly complained. The
NEC wanted to coordinate local reform programs within a wider scheme of
development rather than allowing them to remain anchored to county or
provincial interests. For example, to help regulate prices and stabilize the
market, the NEC employed the strategy of moving goods from one market
to the other, which had already been attempted by the Qing government
but had been impossible to carry out because of the regionally fragmented
economy of warlord China. According to a 1934 report, in September and
October 1933 the Shanghai market was overflowing with cotton, which
drove the price down. The CCC purchased 30,000 bales of yarn and mar-
keted it to other ports.!* This report does not specify the provenance of the
surplus cotton. However, considering that the first shipment of American
cotton from the cotton and wheat loan would have arrived at around that
time, the entire operation appears to have been more of an attempt to deal
with a problem created by the excessive amount of cotton suddenly avail-
able on the Shanghai market as a result of the loan (for the unexpected neg-
ative results of the loan, see later in this chapter) than a success in manag-
ing the market. Nevertheless, it highlights the potential of the state for
national regulation and for stimulating new interregional-market dynam-
ics. In this spirit, the CCC attempted to organize and develop the domestic
market in finished goods, although its work in this area remained limited
to research and compilation of statistics on domestic production, foreign
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imports, consumption patterns, and marketing strategies, as well as costs
related to transportation, taxes, and insurance.'®

The CCC’s nationwide reach also allowed it to successfully introduce
a standardized system of cotton grading and control against adulteration
by coordinating existing inspection bureaus, establishing new ones, and
passing and enforcing a national law against adulteration. The goal was
to improve the quality of domestic cotton, helping cotton marketing by
unifying standards, and finally promoting the employment of these stan-
dards in industrial cotton spinning. According to the CCC’s leaders, cot-
ton adulteration was a result of the greediness of peasants, merchants,
and middlemen who perpetrated the old practice of mixing water and
debris with cotton to make it heavier and gain more profit from its sale.
Cotton adulteration, however, had the effect of making the cotton fer-
ment, rot, and change color, spoiling its quality and making the industrial
spinning process difficult. The merchants and middlemen thus were por-
trayed as particularly negative figures in the CCC’s 1934 plan because
they were undermining national interests for the pursuit of selfish profit.
The CCC’s leaders believed that quality grading and control was essential
for improving the quality of domestic cotton manufactures and thus
enhancing its marketability vis-a-vis foreign imports. In addition, quality
control would help commercial transactions of cotton by offering nation-
wide regulations to be used for arbitrating trade disputes. On the other
hand, a rise in cotton quality, the CCC’s 1934 plan argued, benefited the
peasants by ensuring higher prices for their products. As a result, accord-
ing to the CCC’s leaders, they would feel encouraged to further expand
cotton production. In this way the peasants would have incentives to
move toward the productivist goals of the CCC. The CCC’s leaders
believed that similar market-driven incentives would also encourage
industrialists to move in the direction the CCC desired. In fact, although
factories would be forced to pay higher prices for improved domestic raw
materials (still cheaper than the foreign imported products), they ulti-
mately would be able to compensate for these costs by producing higher-
quality, higher-priced goods.!®

While industrialists like Rong were ready to accept the adoption of con-
trolled economy in rural reform, they were reluctant to do so when it inter-
fered with what they perceived to be their immediate interests. Difficulties
arose especially when the CCC tried to regulate labor and to improve fac-
tory management. These two areas proved to be especially controversial,
being two sites in which state intervention and the interests of the Jiangnan
elite often collided.
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Controlled Economy: Labor and Industrial Management

In 1930s Nationalist China, the political debate on labor issues had many
similarities to the debate on land reform discussed in chapter 2. The
already-ambiguous socialist rhetoric (mitigated by the denial of class strug-
gle in favor of national unity) of the Principle of People’s Livelihood was
overshadowed by the socially and politically conservative goals of the
GMD. In this context, although the CCC considered the improvement of
labor conditions an essential part of industrial modernization, its ability to
regulate labor remained limited. Some of its most powerful members were,
in fact, industrialists who wanted to preserve unlimited autonomy in deal-
ings with their workers. At the same time, the governmental component of
the CCC was reluctant to take a marked pro-labor stance in order to main-
tain a safe distance from the CCP, at the time the champion of labor rights.
Productivism remained the main concern of the CCC’s leaders, leading
them to view labor problems from the perspective of production cost and
efficiency. Strikes and other interruptions of production were not tolerated
because they disrupted production and thus worked against both the eco-
nomic interests of the industrialists and the CCC’s general autarkic goals.
In this context, labor conditions in the cotton textile factories, although
taken into consideration, remained a subordinate issue.”” As pointed out
earlier, the presence of Du Yuesheng among the CCC’s members foreshad-
owed its repressive approach to labor policy.

The CCC’s 1934 plan paid homage to the idea of protecting the workers’
standard of living with a few initial rhetorical statements. However, it was
mostly focused on carrying out surveys in cotton mills and textile factories
to investigate working conditions, wages, health and retirement benefits,
food and dormitory situations, and recreational activities. These surveys
were supposed to be used by the CCC’s members to draft labor regulations
that were to be transformed into national law.’® CCC personnel, however,
met with heavy obstructionism every time they attempted to inspect a fac-
tory. In addition, when in April 1935 the CCC finally came up with a set of
regulations for industrial labor, it was unable to transform them into
national law as planned, due to fierce resistance from the business commu-
nity and groups within the government. The CCC ended up notifying fac-
tories of the new regulations and merely suggesting their adoption. A 1935
report claimed that some mills enforced them with good results, although
its celebratory but very vague language exposes it as an overly optimistic
piece of self-promotion. The fact that the regulations were never able to
assume the force of law curtailed much of their effectiveness.”
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In 1936, acknowledging the CCC’s failure to mediate between labor and
capital, Chen Gongbo complained that both parties were unable to see
beyond immediate gains and take into consideration long-term benefits for
the nation. In 1936 Chen mused on the impossibility of mobilizing the
nation as he had originally hoped: “China’s labor force and capital are not
easily brought together. [In such circumstances,] the idea of mobilizing the
entire country is just an idle dream.”? Although Chen believed that work-
ers focused too much on wage increases without considering the difficul-
ties incurred by management, he also blamed the industrialists for capital-
labor disputes: “Talking about the cotton spinning industry we all heard
about the difficulties [created by] the workers’ complaints against manage-
ment. Honestly, the workers sometimes have excessive requests. . . . For
what I know, however, the responsibilities of capital are not few.”?! All that
the industrialists wanted, Chen contended, was to eliminate labor unions
in order to better control the workers. He also blamed them for attempting
to shift the blame for inefficiency in industrial production onto the workers
rather than addressing the real problems of industrial modernization. For
example, industrialists complained that Japanese mills used three times
fewer workers per spindle than their Chinese counterparts and attributed
these differences to the inefficiency of workers. They did not see, Chen
explained, that it was instead a matter of lack of modern machinery in the
Chinese plants. The industrialists, in fact, were unwilling to invest in new
machines and tended to rely on cheap manpower for cost-efficient produc-
tive solutions.?? This attitude hindered the modernization of the Chinese
industry and allowed foreign mills to maintain their advantage. Chen con-
cluded that the Chinese cotton industry “was not failing in technology but
in management.”?

Chen’s attitude toward industrial management was reflected in the 1934
plan of the CCC, which identified the Chinese industrialists’ lack of expert-
ise as the main reason for the “backward” status of Chinese cotton mills
and factories. The plan specifically pointed to the ignorance of modern
accounting and capital management as the cause of the industry’s general
financial unsoundness. Industrialists misused their resources, the plan
asserted, incurred high production costs, and racked up debts.?* To solve
this situation the CCC published a book, Managerial Standards for Textile
Industries (Mianfangzhichan jingying biazhun), which it distributed to all cot-
ton mills. This book offered detailed information on technical and manage-
rial improvement. If followed, Li Shengbo argued, the factories would
achieve significant results in two years. The CCC, however, did not have
the power to impose the changes outlined in the book, and in the end only
sixteen mills appeared to have embarked on serious transformations, invit-
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ing the CCC to send technical personnel to assist in the reform process.” In
general, the response to the CCC reform initiative varied and depended on
the goodwill of mill owners. Since the plan had been approved by the
CCC’s Standing Committee, we can infer that the CCC industrialists were
sufficiently committed to the modernization of industrial management to
undertake substantial changes in their factories and to impose reforms on
more conservative industrialists. In this respect, CCC industrialists like Mu
Ouchu resembled the silk magnate Xue Shouxuan, who shared with them
a similar background and a similar path to collaboration with the NEC. Xue
was very active in the SIC and believed the agency should “more directly
supervise and manage cocoon production and marketing.” According to
Bell’s study of the silk industry, Xue, like other industrialist reformers of the
period, probably “saw certain future advantages for the silk industry as a
whole to forcing out the smallest, least modernized cocoon firms through
a combination of higher taxes and implementation of new model district
policies on other aspects of cocoon-firm ‘control.”” Bell points out that the
SIC required cocoon firms to install new equipment and closed down those
that could not operate at this high technological level.?® As was the case
with the cotton industry, the most reform minded and strongest among the
silk industrialists were more inclined and better able than smaller firms to
carry out changes within the management of their factories. The moderniz-
ing reforms they promoted would arguably—if the CCC and SIC had had
more time to carry out their plans—have consolidated their power at the
expense of smaller factories unable to meet the standard imposed by the
CCC, in a process similar to that experienced by the Italian GFIL>

When the CCC attempted to reform production and management in cot-
ton milling, however, tension developed not only with industrialists out-
side the CCC but also with some belonging to its general membership. As
Chen Gongbo noted, it appeared that some CCC industrialists refused to
even discuss problems related to production in the factories.?® The most
famous incident arising from this tension was the crisis at the Shenxin cot-
ton mills owned by Rong Zongjing. The Shenxin mills had incurred severe
debts and were heavily mortgaged.” As early as 1932, when the first signs
of crisis appeared, Zhang Jia’ao and Chen Guangfu arranged for a large
loan to two of the Shenxin mills through the banks they controlled, the
Bank of China and the Shanghai Commercial and Savings Bank, respec-
tively. Thanks to their intervention, the financial problems of the Shenxin
mills were temporarily solved. The two banks sent personnel to the mills to
assist with accounting matters, but Rong actively hindered their work, frus-
trating Zhang’s and Chen’s hope of using the loans as a means to reorga-
nize the Shenxin mills. The two bank envoys, Yao Songlin (Bank of China)
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and Shen Weijing (Shanghai Commercial and Savings Bank), concluded
that the problem of the Shenxin mills was mostly managerial. They espe-
cially criticized the higher managerial echelons, led by Rong himself, while
remarking on the high quality of middle managers and engineers.® As a
consequence, Zhang pushed for Rong’s resignation, insisting that his sub-
ordinate Wang Yuqing take over as general manager. On July 1, 1934, in the
wake of a renewed crisis, Rong finally resigned in favor of Wang, while
Li Shengbo agreed to manage the Shenxin mills. In exchange, Rong asked
the government for a new loan to once again rescue the Shenxin mills.
It was, after all, Rong argued, the excessive tax burden imposed by the
government that constituted one of the main causes of the crisis. Over
the past three years, Rong complained, his taxes had risen to ten million
dollars.®

Wang Jingwei and Chen Gongbo decided that this time the crisis was to
be handled by the CCC, which would investigate the Shenxin situation but
allow its factories to continue production. Their productivist bias led them
to avoid as much as possible the closing of factories, which would have
meant both a decline in production and a reduction of the tax base for the
state. The CCC created a task force composed of Lin Yinfu (director of the
Industry Department of the Ministry of Industry and longtime reformer of
the cotton industry) and CCC members Zou Bingwen and Li Shengbo.
During a meeting with Chen Guangfu, Zhang Jia’ao, and Li Shengbo, Chen
Gongbo, addressing the Shenxin crisis, argued that the only way to save the
mills was for the CCC to arrange for a loan and assume the management of
the firm for at least six months, until a thorough reorganization was com-
pleted. The report explained that creditors, namely the Bank of China and
the Shanghai Commercial and Savings Bank, were unwilling to continue to
support the Shenxin mills unless drastic changes were made. Rong, the
report continued, had lost his credibility and could not be trusted with new
loans. The report went on with a long list of complaints about the mills.
They were managed in the most casual way. They were too small. Their
managers did not attempt to keep a budget, plan production, or take mar-
ket trends into consideration. In addition, their operation was highly spec-
ulative in nature. For example, Rong was given to buying as much raw
material as possible, irrespective of the production needs of his mills. At
times, the report continued, Rong would sell some of the raw material on
the market at a slightly lower price than that prevailing on that day.>? In this
way Rong attempted to realize some easy cash, of which he was always
short. Rong’s tendency for speculation must have been particularly alarm-
ing to most members of the CCC Standing Committee in view of their
productivist and antispeculation orientation. To them, Rong appeared to
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betray the duty that came with the privilege of being a minzu industrialist
because his behavior jeopardized the CCC’s nation-building goals.

Rong’s business philosophy appeared to confirm the doubts of the CCC
leaders. Rong had been very active in the boycotts in protest of the May
Thirtieth Incident,® generally showing strong nationalistic feelings. He
often complained about the excessive amount of foreign goods on the
Chinese market in comparison to those manufactured in China and identi-
fied this imbalance as a threat to national survival. “Chinese industries are
not many. Foreign wheat flour and cotton yarn, on the other hand, are sold
in large amounts in our country. Clothes and food are basic needs of man’s
life. To solve the problem in these two areas we need to develop more flour
mills and cotton textile factories.” The nationalistic inclinations of Rong
were, at least at the level of rhetoric, matched by his desire to modernize
and expand his business. In the early twentieth century, Rong had been
among the first industrialists to use electric-powered machinery and to
strive to improve the quality of the goods he produced. He remarked that his
factories all had “fast production times, new equipment, good workers . . . not
a month passes by without acquiring new machines.” He also used to
proudly discuss his plans for increasing the number of spindles under his
control: “At fifty I have five million spindles. At sixty I want to reach six
million; at seventy, seven million; and at eighty, eight million.” This catchy
but somewhat simplistic strategy of expansion of the Shenxin mills, how-
ever, did not mean development toward large-scale production. In practice,
it translated into the acquisition of old factories. Rong preferred this strat-
egy because “(1) it was cheaper; (2) the workers can remain in their positions
and Shenxin does not need to hire more people. It only needs to transfer
people from one factory to the other and the burden [of paying too many
workers] can actually be reduced; (3) from the point of view of the head
office, it only needed to add an account book, without having to establish a
special new managerial organization; (4) by [acquiring a factory] we actu-
ally diminish competition.” Rong believed that taking over an existing
factory allowed the Shenxin mills to expand with minimal effort while, at
the same time, subsuming the competition into the Rong empire. This strat-
egy inevitably left Shenxin with small factories, generally out of date and
not fit, in the eyes of the CCC inspection team, for modern indus trial
production.®

A second business practice of Rong’s also conflicted with the CCC
Standing Committee’s idea of modernity. Rong ran his mills mostly on
credit. He borrowed heavily from banks, relying on loans to carry out daily
production activities. For this reason he was always deeply in dept and
mired in financial crisis. This strategy was seen by the CCC reformers as a
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speculative strategy, more appropriate for a merchant than for a modern
industrial magnate, who should not speculate on capital but focus on cre-
ating a sound financial base for his industry. Their belief that Rong was
not fully adopting modern industrial practices was reinforced by the indus-
trialist’'s own statements. Rong believed in a combination of Western-
style technological improvements and old Chinese business practices.
Paraphrasing Zhang Zhidong’s famous Self-Strengthening slogan, he
claimed: “Traditional knowledge as essence, and new knowledge for prac-
tical use, according to what is appropriate for the occasion.”*® Although he
recognized that the old Chinese accounting system was not suitable for
modern industry, he argued that it should not be abandoned. The new
system should be used for external business transactions and the old for
strictly internal matters, with the two systems integrated with each other.
Rong’s contradictory business outlook was a constant source of disagree-
ment with bankers Chen Guangfu and Zhang Jia’ao, on whom his business
almost completely relied, as well as with other NEC and CCC leaders.

In addition, Rong’s relationship with Song Ziwen and the CCC had been
ambiguous since the establishment of the commission because Rong
attempted to exploit his connection with Song to further his business inter-
ests. As Richard Bush’s extensive research has demonstrated, Rong outma-
neuvered Song in the latter’s negotiations with the US Farm Board on the
cotton and wheat loan. While in Washington, Song had relied on Rong’s
assessment of China’s need for raw cotton. To obtain abundant and cheap
raw material, Rong greatly exaggerated this need, leading Song to acquire
more raw cotton and wheat than China could absorb.%

In 1932 Rong had already tried to substitute the US government for
Japanese firms as a supplier of financing for cotton purchases. In June he
had submitted a proposal to Song for a purchase of 400,000 bales of
American cotton, to be guaranteed by the Chinese government. Song had
accepted the proposal, which was presented to the US Farm Board only to
be rejected. In October, Rong failed to get a loan from the American
Reconstruction Finance Corporation for the purchase, over three years, of
one hundred million bales of cotton and one million bushels of wheat,
secured by his own note and a mortgage on his cotton and flour mills.
When Song Ziwen and Arthur Young arrived in Washington in 1933, how-
ever, the American Reconstruction Finance Corporation was now willing to
grant the Chinese government fifty million dollars in credit to buy
American wheat and 600,000 bales of cotton. During the transaction, Song
received a cable from officials in the Ministry of Finance stating that Rong
had urged an early agreement to the loan since stocks of cotton back in
China were sufficient only for one month of mill operation. Rong also
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stated that he alone could use 50,000 bales over the next twelve months.
Cables from Kong Xiangxi and the vice-minister of finance, Zuo Lin, fol-
lowed, all relying on Rong’s statement. Song concluded the agreement on
May 29, 1933, and officially announced the loan on June 4, 1933. Before
Song returned to China, however, it was already clear that Chinese cotton
mills could not absorb such a large quantity of raw material. Mill owners,
preoccupied with the negative effects of such a large quantity of foreign
cotton on the Chinese market, began protesting to the government. The sit-
uation was made worse by the fact that China’s cotton harvest in 1933
turned out to be exceptionally good, nearly 20 percent above normal. As a
consequence, the American cotton was at least 10 yuan per bale more
expensive than the local product. The Nanjing government found itself
unable to sell the American cotton and began a protracted bargaining
process with mill owners over its price.” For Rong, however, the cotton and
wheat loan turned out to be a success by lowering the price that he, as a mill
owner, had to pay for raw materials. In February 1934, Kong Xiangxi, a
longtime associate of Rong’s and at that time the minister of finance,
reached an agreement with Rong, who purchased most of the loan cotton
at extremely low prices.*

Given these circumstances, it is not surprising that the CCC saw the 1934
crisis of the Shenxin mills as one more proof of Rong’s questionable busi-
ness practices and as an opportunity to modernize them. This was consid-
ered crucial for the future of the entire cotton industry because the Shenxin
group was the largest cotton enterprise in China, operating the most mills
and employing the most workers. Rong was the largest producer of cotton
and wheat products, two products considered crucial for the NEC’s autarkic
goals. As the crisis deepened, disagreement between Rong and Li Shengbo
also surfaced, resulting in Li’s abandonment of his position as the manager
of the cotton textile operations of Rong’s firm and his siding completely
with the CCC reform team.¥

It was at this point that rumors began to spread that Song Ziwen and the
NEC were planning to take over Rong’s mills and nationalize them.* This
rumor reflected both the ambiguity of the CCC’s policy of economic control
(in this case, the extent of its intervention into private factories) and the dif-
ficulty of clearly explaining the policy to the general public, leaving ample
room for speculation. At the same time, the rumor reflected disagreement
within the government on how to address the Shenxin crisis. In his plea to
the government, Rong had tried to bypass the CCC and had written a let-
ter to Jiang Jieshi. In the end, Kong Xiangxi supported Rong’s request for
help. Going against the recommendation of the CCC, Kong decided that a
loan should be given to the Shenxin group and that Rong should be kept as
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general manager. Further, he allowed the Shenxin group to delay payments
of the Consolidated Tax and created a committee led by Rong’s brothers,
Rong Desheng and Rong Weiren, to oversee the modernization of the mills.
Kong thus saved Rong, as Rong acknowledged several times later on.!

The Shenxin affair brought to light divisions among state groups, as well
as among private interests, represented in the CCC. Mill owners were nat-
urally threatened by the specter of nationalization and were willing to
accept reforms only to the extent that they did not interfere with personal
profits and entrenched patterns of management. Bankers and agricultural-
ists, such as Zuo Bingwen, and professional cotton mill managers, such as
Li Shengbo, were instead eager to deepen reforms. On the government
side, Jiang’s and Kong’s opinions on how to solve the crisis differed from
those of the leaders of the CCC. Although at first the CCC was the main
agency involved in the Shenxin crisis, its power was not sufficient to keep
other groups from intervening. In the end, it was Kong who decided to
reverse the CCC’s verdict and support Rong’s requests.

Richard Bush, who has written extensively on the Shenxin crisis, has
argued that Jiang and Kong favored supporting industry while Song and
the CCC favored nationalization. It was, however, Jiang who used the term
“nationalization” in discussing the Shenxin affair. Bergere argues that the
Shenxin crisis was an additional manifestation of Jiang’s desire to nation-
alize, or bring under direct control of the state, the private economy, and
therefore, it must be understood in the context of the 1935 “banking coup”
(discussed later in this chapter).?? Jiang’s position in the Shenxin affair,
therefore, arguably foreshadowed his general economic outlook and the
extensive nationalization of industrial plants that he carried out after 1935.
The CCC, on the other hand, did not challenge private ownership, although
it often pushed for reforms that were not welcomed by the industrialists.
Finally, although Kong might have aimed at saving a personal friend (rather
than reforming the cotton industry), he might also have been concerned, in the
context of the Nationalist factional struggle, with curtailing the CCC’s influ-
ence over the cotton industry by denying it control over the Shenxin mills.

The Shenxin affair thus shows that the cotton industry had become,
along with agriculture, a site of struggle between different groups in the
government. The 1935 solution to the Shenxin crisis that prevented the
CCC from exercising its reformist influence on one of the largest cotton mill
enterprises reflected the changes in political fortunes in Nanjing and the
growing political marginalization of the Wang group by Jiang, a marginal-
ization that had effected the demise of the CCC’s strategy of mobilizing pri-
vate banks for rural credit. It was this marginalization that increasingly
eroded the CCC'’s capacity to pursue reforms.
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The Political Marginalization of the National Economic Council

Disagreements between Jiang and the Wang and NEC group emerged only
a few months after the establishment of the Wang-Jiang coalition (January
1932). Jiang, determined to press his interpretation of an’nei as the military
extermination of the Communists and to channel national resources into
the military, announced an anti-Communist campaign. At that time, Jiang
asked Song to finance the campaign by floating another bond, ignoring all
agreements reached before the formation of the Wang-Jiang coalition.*?
Song denied his request and, on June 4, 1932, resigned.* Venting his frus-
trations about dealing with Jiang and his financing methods, Song stated
that in the last four months the national government had succeeded for the
first time in balancing the budget without floating a single bond. For him,
this was the “fulfillment of a dream” toward the creation of “a permanent
foundation for constructive efforts.”4> He also declared that the Ministry of
Finance should not supply funds for the anti-Communist campaign and
should refuse to resort to further borrowing, which would mean the “ulti-
mate disaster” and the continuation of the “vicious circle of meeting deficits
with short-term loans.”#¢ Shanghai banking and finance circles had
endured much hardship during the period of the Japanese attack. If now
they had to provide the government with a huge amount of money, Song
reasoned, it would mean the end of trust in the market and disaster for
national finances.

Following Song’s lead, two members of the Wang group, Minister of
Foreign Affairs Luo Wengan and Minister of Communications Chen
Mingshu, also resigned. Jiang, while launching his anti-Communist cam-
paign, not only had requested that the finance minister resume the bond
policy but also had transferred the Nineteenth Route Army from Shanghai
to Fujian. This army, commanded by Chen Mingshu, had become the sym-
bol of Chinese resistance to Japan after it had successfully defended
Shanghai in 1932. Its removal enraged not only Chen but also those who
felt that China should concentrate on fighting Japan. Jiang’s act, instead,
showed his determination to assume a conciliatory stance toward the
external enemy while making the Communists the main target of his
military efforts.

The June 1932 crisis was finally resolved through elaborate negotiations.
Song, again relying on lobbying by the Jiangnan entrepreneurs,* was able
to negotiate the terms of his return to the Ministry of Finance.* On the one
hand, he gave in to Jiang’s request for funding and agreed to issue a new
bond. On the other, he succeeded in reviving the defunct National Finance
Commission (NFC), a new reincarnation of the Budget Commission, which
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remained as inactive as its predecessor.*’ In October 1933, Jiang announced
a new military campaign against the Communists—the previous one hav-
ing failed to eradicate the CCP base in Jianxi—and renewed his request for
more government bonds. Song resorted once again to the tactic that had
proved successful in the past. He resigned from the Ministry of Finance and
mobilized the Jiangnan business lobby in his support. This time, however,
because of increasing pressure from the Japanese government—which had
been clamoring against Song’s anti-Japanese stand—he was promptly
replaced by Kong Xiangxi.®® Kong was also a prominent member of the
GMD and a powerful politician. His position in Nanjing was assured, in a
similar fashion as Song’s, not only by his long involvement with the party
but also by his marriage to Song Ailin, one of Song’s three sisters.

Kong appeared to have been more closely aligned with Jiang, and the
change of guard at the head of the Ministry of Finance marked the begin-
ning of a drastic reversal in its policies. Appeasing Japan and supporting
Jiang’s anti-Communist campaigns became the main goals of the Ministry
of Finance. Kong declared his full support for Jiang’s military initiative and
floated new bonds. He also replaced Song’s anti-Japanese tariffs with new
ones, highly favorable to Japan.®!

Song Ziwen's loss of the Ministry of Finance was not the first blow to the
Wang and NEC group. In October 1932, Chen Mingshu had been replaced
at the Ministry of Communications by Zhu Jiahua, the previous secretary of
the 1931 NEC and a close associate of Jiang’s. These changes in the higher
echelons of the administration frustrated the NEC leaders” hope of coordi-
nation with the rest of the administration. Against the increasingly pro-Jiang
composition of the government, the NEC and the Ministry of Industry
remained, for a while, the stronghold of the Wang-Song alliance.5

The final demise of the NEC came with Wang Jingwei’s resignation in
December 1935. Jiang assumed full leadership of the government and
established a new cabinet, called the Cabinet of Action or the Cabinet of the
Political Studies Clique because most of its members belonged to the
Political Studies Clique. Weng Wenhao was appointed secretary general;
Zhang Jia’ao, minister of railways; and Zhang Jun, the leader of the clique
and a sworn brother of Jiang Jieshi, minister of foreign affairs.>® The cabinet
was also called the Peace Cabinet because most of its members had studied
in Japan and favored a Sino-Japanese rapprochement. Wu Dingchang, who
had recently led an economic mission to Japan, replaced Chen Gongbo at
the head of the Ministry of Industry.>

This cabinet also marked the emergence within the Nationalist adminis-
tration of, using Bergere’s terminology, the “technical intelligentsia,” a new
group of Nationalists, such as Wu Dingchang and Zhang Jia’ao, who by the
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late 1930s rose to the higher echelons of the central government in Nanjing.
This view is shared by Kirby, who argues that the leaders of the Natural
Resource Commission—which replaced the NEC after the demise of the
Wang-Jiang coalition and the establishment of the Cabinet of Action—
represented a new “technocratic elite.”% Most of them had studied abroad
and had extensive experience in technical or university careers before
entering the government.>® According to Bergere, “these experts tended to
form a group relatively independent from the central power, a ‘techno-
structure” which collaborated with the political system but did not identify
with it.”%” This attitude allowed some of these technocrats to be active dur-
ing different administrations, regardless of their political orientation, and
explains why we find Zhang Jia’ao working closely with Song Ziwen and
the NEC and then participating in Jiang’s Cabinet of Action.

At the first meeting of the new cabinet, Jiang Tingfu, also a member of
the Political Studies Clique and new director of political affairs of the
Executive Yuan, made a series of proposals that included a plan for coordi-
nating the building of transportation infrastructure (roads, railways, and
water transportation) which, he argued, was in disarray because of the lack
of cooperation between the Ministry of Communication, the Ministry of
Railways, and the NEC. He also recommended the “abolition of the
National Economic Council and the National Reconstruction Commission,
[because] these two bodies duplicate each other and at the same time dupli-
cate the work of other existing bodies.”® Jiang Tingfu’s proposal reflected
Jiang Jieshi’s ultimate victory over his opposition and the elimination of the
two administrative bodies that were their expression.”” Once in control of
the government Jiang Jieshi proceeded to carry out those centralizing
reforms he had previously opposed because they would have brought
the administration and its resources under the control of his opponents.
In fact, centralization had been the original goal of both the National
Reconstruction Commission and the NEC and both had failed mostly
because of Jiang’s political opposition. The members of the new cabinet
accepted Jiang Tingfu’s proposal. Road and water conservation activities,
of relatively low political significance, were the last to be taken away from
the NEC. The first to go were those activities connected with agriculture
and cooperatives, which constituted channels for political control over the
countryside and access to economic resources. In May 1936, at the four-
teenth meeting of the NEC Standing Committee, Jiang Jieshi proposed the
transfer of all the NEC’s responsibilities having to do with agriculture and
cooperatives to the Ministry of Industry, which, since December 1935, had
been under the direction of Wu Dingchang.® The proposal was approved
and in May 1936 the government issued an order for the elimination of the
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NEC Rural Reconstruction Commission, Agricultural Division, and
Cooperation Commission, transferring all of their affairs to the Ministry
of Industry.®!

The end of the Wang-Jiang coalition thus marked the end of the NEC
and the ascent of the Military Planning Commission, which was promptly
transformed into the Natural Resource Commission (ziyuan weiyuanhui).
Jiang had created the Military Planning Commission as early as November
1932 but had kept its existence secret. Headed by the geologist Weng Wen-
hao, this agency was, in William Kirby’s words, “Chiang Kai-shek’s [Jiang
Jieshi] private . . . development agency. Set up to plan China’s industrializa-
tion in cooperation with Germany, it would come to control all of China’s
state-run industry.”®? This agency operated on very different premises
than the NEC. Rather than giving precedence to the rehabilitation and
development of China’s consumer industry, it pursued an industrialization
model inspired by the German, and Prussian before it, experience. The Nat-
ural Resource Commission encouraged the growth of heavy industry in
support of the military. It did not allow the participation of private capital
or ownership and moved the industrial center from the coast to the interior.

As argued throughout this book, these differences between the Natural
Resource Commission and the NEC were a result of different visions of
nation building. Jiang’s military approach was probably more realistic con-
sidering the escalation of Japanese aggression. In late 1935 it appeared that
appeasement policies could not solve China’s crisis and that China did
indeed need to focus all its resources on military resistance to Japan. Going
beyond this immediate consideration, however, the two approaches also
reveal different ideas of a modern China. For Jiang, political control was
more important than economic reform and growth. The establishment of
the new cabinet was soon followed by what has become known as the bank
coup, in which several private banks, including Chen Guangfu’s Shanghai
Commercial and Savings Bank, were brought under government control.
Chambers of Commerce suffered the same fate.®® The establishment of the
Cabinet of Action thus marked the end of what historian Marie-Claire
Bergere has called “the golden age of the Chinese bourgeoisie.”®

The political defeat of the Wang group was the main factor leading to the
demise of the NEC. Problems that had plagued the NEC since its early days
could have been solved if addressed in an environment of sustained politi-
cal support from a central government committed to a prolonged reform
effort. The rural elite’s opposition to NEC attempts to organize the peas-
ants, for example, might have been overcome if the CCC had been able to
persist in its reforms, which would have changed the economic structure
of cotton growing and marketing. In the same way, problems created by
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disappointing developments in relation to the US cotton and wheat loan,
which left the NEC with a budget much reduced than originally expected,
might had been overcome if the NEC had been able to rely on a centralized
budget and had been allowed to pursue its mobilization of private urban
capital. The loan was supposed to help the Chinese cotton industry weather
the current crisis and jump-start its modernization, but only a long-term
system of consistent financial investment could have ultimately stabilized
the industry.

After the demise of the Wang group and the NEC, Song continued to
hold important positions in the Nanjing government. Together with some
members of his group who had participated in the NEC, he continued to try
to modernize the cotton industry, even if on a smaller scale. Song’s vision
of economic reforms and state-private collaboration as a means of nation
building had to undergo a gradual resizing. In 1928 he had hoped to be able
to implement his reform plan at the national level in his capacity as the
minister of finance. He had later realized the tenacity of Jiang Jieshi’s oppo-
sition and his own inability to control the entire government administra-
tion, and for this reason Song had used the NEC as the instrument for
reform. With the demise of the NEC, Song retreated further to the even
more narrow scope of bureaucratic capitalism, as exemplified by the CDFC
and the China Cotton Company.

Although the CDFC has been viewed primarily as a vehicle for the cor-
rupt practices of bureaucratic capitalism, the next section argues that it
should also be understood as Song’s and his associates’ last attempt to
carry out the modernization of the cotton industry already attempted with
the CCC. Deprived of any direct channel of representation within the gov-
ernment after the NEC’s failure to institutionalize cooperation between
state and economic elites, they resorted to the more informal practices orig-
inating in the Self-Strengthening period.

From Self-Strengthening, to Corporativism, to Bureaucratic Capitalism

As argued earlier, more than any other subcommittees of the NEC, the CCC
and the SIC reflected the NEC leaders’ idea of state cooperation with
China’s modern industrial elite. Through both subcommittees, the NEC
attempted to institutionalize, at the national level, patterns of cooperation
between local economic elites and authorities developed since the Self-
Strengthening period. These networks survived the collapse of the NEC
and continued to pursue their economic and reform agenda in semiprivate
structures, such as the CDFC and the China Cotton Company. In the new
centralized environment of the late 1930s, however, national reconstruction
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was the exclusive prerogative of the state. The CDFC became a bureaucratic-
capitalist structure mostly devoted to the economic survival of its members
in the increasingly deteriorating economic conditions of China.

The SIC and the CCC followed a similar devolution from official gov-
ernment agencies to bureaucratic-capitalist enterprises. In her research Bell
finds that in 1936, when the SIC was on the verge of being dismantled and
private business had been pushed aside by the new Jiang cabinet, most of
the members of the SIC, and most prominently Xue Shouxuan, established
the Xingye Silk Company (Xingye zhisi gufen youxian gongsi). This company
was created to raise capital, but it was also intended, Bell argued, “to end
the chronic problems in filature investments and management once for all.
Further, the Xingye Silk Company was now to provide the framework
within which competition for raw materials and external markets would be
made more manageable.” The Xingye Silk Company thus shared the basic
goals of the SIC and is considered by Bell as a reform agency rather than a
corrupt business based on cliental relationships between business and
authorities.®

The CCC’s development mirrored that of the SIC. In 1934, when the
political fortunes of Wang began to dwindle, the NEC Standing Committee
established the CDFC. According to its mission statement, the CDFC was to
operate strictly as a business organization aimed “at directing the flow of
Chinese and foreign capital into new enterprises. Its formation is a sign of
the increasing confidence in banking, as such, and of the recognition that
there is little hope of securing the capital for industrial or other enterprises
from the National Treasury.”®® A 1935 report of the CDFC declared that its
goal was to address the international economic crisis and capital shortage
afflicting China. To accomplish this goal, the CDFC vowed to cooperate
with the government as well as with domestic and foreign financial and
industrial groups.®”” The CDFC also worked to support the development
of light industry. Stating its concerns “for the weakness in the structure
of many industrial and commercial” enterprises, it extended long-term
loans to industrial enterprises in an attempt to facilitate their reorganiza-
tion. A 1936 report shows that the CDFC also became involved in railway
construction, the development of communications and energy, and the
issuance of public and private bonds.%®

The stated goals of the CDFC thus overlapped to a large extent with
those of the NEC. They both attempted to improve transportation and com-
munications to help marketing, rescue light industry, and solve the capital
problem. Both the NEC and the CDFC were determined to create a channel
through which private capital and entrepreneurs could participate in
national reconstruction. The close connection between the NEC and the
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CDEFC is exemplified by the latter’s work in support of the NEC’s North-
west and Jiangxi Offices.® The CDFC was especially active in Shaanxi, a
region where the CCC had been active and successful and private invest-
ment more welcome. The CDFC established a branch in Xian, headed by
Xie Zuokai, previously director of the Consolidated Tax office, and worked
to develop electricity supplies and coal mining.”

Most of the businessmen involved with the CDFC came from the
Jiangnan group linked to Song Ziwen and involved in the NEC, including
the NEC secretary Qin Fen.”! As Parks Coble argues in his seminal work
The Shanghai Capitalists and the Nationalist Government, the CDFC was con-
ceived to continue Song’s strategy to reorient China’s economy away from
Japanese influence by collaborating with Western powers. In 1934 Song had
met with Jean Monnet to discuss the creation of the CDFC and in May of
the same year had invited Shanghai-based bankers to join in his plan. As
Coble explains, “the company was to be a private firm which would serve
principally as a conduit for the funds provided by other institutions.””?
Coble also points out that the CDFC claimed to be a private enterprise but
relied heavily on government connections. The ambiguous position of the
CDFC was obvious and drew heavy criticism. The journal Shehui xinwen
(Mercury Society), which was influenced by the Blue Shirts, accused the
CDEFC of being a semiofficial or unofficial agency of the NEC.” The mixed
membership of the CDFC, therefore, came under fire from supporters
of Jiang Jieshi, who opposed the participation of private business in eco-
nomic reforms.

Bureaucratic capitalism has been viewed as a product of the corruption
that characterized the Nanjing government. Without denying the presence
of extended corruption within the Nanjing government and the NEC and
its subcommittees, I would rather stress the ambiguity of the role played by
networks of bureaucratic capitalism in China’s economic reforms from the
late nineteenth century to 1935. The CCC, and the NEC as a whole, repre-
sented the Wang-Song group’s effort to create an official channel for private
business to participate in national reform. It would be wrong to assume
that this participation was inspired by liberal ideas: it was to be developed
within the political framework of the tutelage period, which denied direct
political representation of private interests. Bureaucratic-capitalist net-
works were the only means for elite participation in government. This had
been the case for economic reforms at the local level during the late Qing
and early Republican years, and it remained so when the reform effort
expanded to the national level. In addition, participation of private busi-
ness in national reconstruction was based on the idea that the interests of
the modern economic elite coincided with those of the state, or at least the
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state as envisioned by the Wang-Song group, and that the modern indus-
trial sector was crucial for national survival. The state’s interest in fostering
private industry was mostly motivated by nationalism, not democratic
spirit. With all its limitations, however, the CCC, as a channel of coopera-
tion between state and business, represented the culmination of a grass-
roots trend that emerged during China’s most liberal period (from the late
Qing to the establishment of the Nanjing government in 1927). Although
thwarted by the prevalence of statist ideas in the 1930s and channeled into
a corporativist organization, communications between state and business
would have been kept open with the survival of the CCC. At the same time,
in the years that concern us, although cooperation developed along
bureaucratic-capitalist networks, it still allowed the modern elite to share in
decision making and economic profit. After 1935, with the demise of the
NEC, the corporativist organization of the state became a one-way channel
for a few powerful officials of the state to exploit economic resources.

The confusion between private and state economies was encouraged by
the fact that the state did not have the funds to support its reforms and was
thus forced to rely on private capital. This problem was not lost on Chen
Gongbo, who was open about his reliance on private business to finance his
reform plan. He not only channeled private capital through the NEC but,
having met with enormous difficulties in financing his four-year plan for
the Ministry of Industry, also turned to what he called a “less costly”
method. The Ministry of Industry granted monopoly rights to private
enterprises, such as the Chinese Alcohol Distillery Company, while main-
taining its financial interests in such operations. Chen Gongbo explained
that “single control [was] necessary to avoid the common cycle of indus-
trial development, speculative boom, over-competition, and decline.” For
this reason he was applying “the principles of controlled economy through
private management.””*

The practice of joint state-private reforms had never before been met
with open criticism. It had actually characterized all major reform agen-
cies established by the Nanjing government. The National Reconstruction
Commission constitutes yet another example of the difficulty of keeping the
legitimate participation of economic elites in government reforms free from
bureaucratic-capitalist practices. Zhang Renjie, the chairman of the commis-
sion, had helped to found it with 4,000 yuan of his own capital.”> He also
used his personal connections with Shanghai banks to raise additional
funds. The commission mostly operated in Jiangsu, where Zhang was
extremely influential. The leadership of the commission as well as its financ-
ing and operation developed along the lines of the Hu Hanmin-Zhang
Renjie cliental network. At the time this confusion between private and
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public interest appeared normal and legitimate. We can thus speculate that
the criticisms leveled against the CDFC represented an idea of a division
between state and private economies that had not existed before.

Conclusion

The abolition of the NEC led to the disintegration of the alliance that had
supported it. Wang Jingwei left the country, and although Chen Gongbo
remained in the Nanjing government, he never again held a prominent
position. Song Ziwen continued to “ride the tiger” of factionalism in
Nanjing and managed to continue to secure important government posi-
tions. The Jiangnan entrepreneurs continued to rely on Song’s patronage,
but their moment of direct and legitimate participation in national recon-
struction had passed, and their role in the building of the national economy
was greatly diminished.

As Bell argues in her discussion of the SIC, we will never know “the full
range of potential economic outcomes of collaborative efforts between
China’s first truly ‘big business’ . . . and the Guomindang.””® The short lives
of the CCC and the SIC prevent us from fully understanding the economic
and political potential of their rightist corporativism. In the case of Fascist
Italy, the development of the industrial corporativist organization into a
rightist pattern allowed the industrial leadership to mitigate government
intervention and to postpone, to some extent, the implementation of stricter
policies of autarky and dirigisme. Even during the years of crisis in the
1930s, when the relative laissez-faire of the 1920s came to an end due to the
international economic crisis and the sanctions imposed by the League of
Nations on Italy for its attack on Ethiopia, the industrialists in the GFII
received generous support from the government aimed at helping them
survive the crisis. In addition, during these years, the corporativist organi-
zation of the GFII allowed the industrial interests it represented to find
opportunities to expand at the expense of other businesses, thus eliminat-
ing most of the competition. In short, according to historian Roland Sarti,
“the partnership with fascism was a profitable business venture for the
industrialists.”””

The same conclusion can be reached for the CCC, which obviously
enjoyed many of the same benefits. Differences are, however, important.
While the Italian GFII industrialists looked with suspicion at Mussolini’s
nationalist and autarkic rhetoric, those in the CCC had every reason to
share in the nation-building and anti-imperialist goals of the Wang group.
The Chinese national crisis was very real for the Chinese entrepreneurs,
while the Italian national crisis was created by Mussolini, first abstractly by
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his revanchist rhetoric and, later, concretely by his attack on Ethiopia and
increased military ambitions. Most important, most reforms carried out by
the CCC had already been initiated by the entrepreneurs in their efforts to
modernize and expand their industry and thus embodied long-term
reform trends in the private economy. Although they might not have
agreed with all aspects of the CCC’s plan, the CCC’s industrialists sup-
ported its economic goals.

The CCC, like the GFIIL, however, operated at the expense of other groups
and sectors, whose interests were not so successfully represented by the
state. This was not just the case with workers—industrial workers saw their
pay cut several times in response to economic crises—but also with the
agrarian sector, which was never able to negotiate effectively with the gov-
ernment. The land reclamation projects so much touted by Mussolini, for
example, never achieved their intended results, and the Italian agricultural
sector was not able to reap the expected benefits. During the Depression, in
order not to burden the urban industrial economy, laws were passed restrict-
ing the mobility of farm labor, leading to wide rural unemployment.” In
short, the rightist nature of the GFII organization, by cementing the alliance
between industrial elites and the government, created the conditions for the
suppression of the interests of other groups. In the same vein, the policies of
the CCC were devised to support the modern cotton industry of Shanghai
and would not necessarily have benefited the rural village but rather
exploited it. In addition, the consolidation of the cotton industry would have
deeply changed the Shanghai economy. Small workshops carrying out
diversified and flexible activities, from trade to weaving, were an integral
part of the Chinese economy.” The CCC leaders, however, perceived them
as a hindrance to economic development, the centralization and rationaliza-
tion of industrial production, and, ultimately, nation building. The CCC
reforms would, in the long run, lead to their gradual disappearance, with
effects hard to gauge on the Chinese economy as a whole.

The Cabinet of Action followed a different strategy of economic devel-
opment from the Wang-Song group. The next few years saw an increasing
tendency toward outright nationalization of major industries and financial
institutions as well as the transformation of the state corporativist structure
into the form identified by Gregory Kasza as Leninist-style corporativism.
As William Kirby has argued in his groundbreaking work Germany and
Republican China, the Natural Resource Commission sponsored economic
reforms that were focused on the hinterland, not on the coastal urban mod-
ern economy.®’ It thus marginalized the minzu “sprouts of capitalism” (the
private entrepreneurs of the treaty ports) in favor of a state-owned heavy-
industry economy oriented toward the military.



Officials, Industrial Magnates, and Bureaucratic Capitalism

In this new economic and political environment, bureaucratic capitalism
remained the only channel for relationships between the Nanjing govern-
ment and the Jiangnan entrepreneurs. Especially in the postwar period,
bureaucratic capitalism allowed only a few well-connected individuals
informal access to government officials and favors and hardly constituted a
tool for nation building and reform. Postwar bureaucratic capitalism frag-
mented the government and the private sector, not along ideological lines,
but along those of short-term economic interests.
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CHAPTER 7

From Nationalism to Collaboration

The confrontation between Jiang Jieshi and Wang Jingwei played
out its final act during the years of Japanese occupation. The Marco
Polo Bridge Incident (July 7, 1937), which initiated full-fledged mil-
itary hostilities, did not bring an end to the Nationalist factional
struggle but actually deepened Jiang’s and Wang’s disagreements
on nation building, national defense, and the political legitimacy of
Jiang’s leadership. Wang’s and Chen Gongbo’s idea that the minzu
economy would be the heart of a modern and independent Chinese
nation came once again to oppose Jiang’s notion that the state
(including its upper leadership, its heavy industry, and its political
ideology) formed the foundation of the nation, fracturing the
Nationalists” response to Japan’s occupation and ultimately leading
Wang Jingwei to collaborate with Japan.

Disagreeing with Jiang’s response to the Japanese invasion of
China, Wang Jingwei launched the Peace Movement (heping yundong,
1938-40) in October 1938, and two years later he established a
competing Nationalist government in Nanjing in collaboration with
the Japanese (Jiang had abandoned the capital and retreated to the
interior at the end of 1937), the Reorganized National Government,
or RNG (gaizu guomin zhengfu, 1940-45). After a long period of
indecision, Chen Gongbo joined him in 1940, in time for the official
inauguration of the new political formation.! When Wang Jingwei
died in 1944, Chen found himself at the helm of a government
he had joined very reluctantly. With the defeat of Japan in 1945,
Chen, along with other former leaders of the RNG, was brought
to trial for collaboration (hanjian) and was finally executed in
1946. Wang’s timely death had spared him the humiliation of

[
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trial and execution, and so Chen became the main target of anti-hanjian
sentiments.

To explain Wang’s and Chen’s decision to collaborate with the Japanese,
PRC historians have especially stressed their anticommunism, which the
historians date back to their 1927 acceptance of Jiang’s split with the
Communists. They cite as evidence the pledge to defeat the Communists in
China and throughout East Asia included in the agreement reached by
Wang with the Japanese. PRC historians have also published extensively on
the RNG’s infamous secret service and the “clear the countryside” (ging-
xiang) campaign, which was aimed at purging the rural areas of Communist
elements while facilitating the acquisition of food and goods at the expense
of the welfare of the population. Chinese and Western historians alike have
also favored narratives that describe Wang and Chen as political oppor-
tunists devoid of any political goals in their collaboration. These narratives
are in many respects incorrect. The RNG was indeed a brutal regime, and a
quest for personal power and a certain amount of vanity seem to have been
weaknesses of Wang in particular and certainly played a role in his deter-
mination to assume supreme leadership over the GMD and to collaborate.
Isolating this aspect of Wang’s personality and considering it the main
motivation of his actions is, however, a very limited view of the complex
combination of factors that inspired Wang's career (political ideas, personal
aspirations, and recognition that power was essential for the realization of
his nation-building program).

These narratives have in general oversimplified Wang’s and Chen’s
motivations and the history of the RNG as a whole. First of all, they do not
recognize that Wang’s and Chen’s gradual move from leftist mass organi-
zation in the 1920s to anticommunism and fascist ideology in the 1930s and
1940s was not simply opportunistic but followed a pattern of political
development similar to those of many leaders in Europe, as discussed in
chapter 1. Thus, their participation in anti-Communist activities (Jiang’s
first and the Japanese later) was not necessarily a sign of their willingness
to “sell out” or lack of political beliefs but the result of a political transfor-
mation common to many political leaders in the years between the two
world wars. In addition, these narratives fail to recognize that Wang’s and
Chen’s willingness to compromise with Japan was rooted in their long-
standing vision of nation building and national defense as well as in their
effort to oppose Jiang’s leadership over the Nationalist government.
Although the motivations that inspired Wang and Chen are complex and
diverse (the two leaders were divided on some important aspects of col-
laboration), their participation in the RNG cannot be simplistically
explained as the result of political opportunism or a lack of nationalism.
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Instead, it must be placed in the context of the 1930s discourse on the
Chinese nation and the struggle over competing nation-building visions
within the GMD.

The RNG deserves a much more extensive and comprehensive study
than the one attempted in this chapter, which is intended to be only an epi-
logue to the nation-building efforts of the 1930s. This chapter explores only
how Wang’s and Chen’s understanding of China’s crisis and its solution
influenced their decision to collaborate and the goals they pursued in their
years in Nanjing. It especially focuses on the intellectual journey that led
them to “return the capital to Nanjing” (haidu)>—the expression they used
to refer to the establishment of the collaborationist government—their moti-
vations, and their goals and how they planned to achieve them. In other
words, this chapter attempts to shed light on the ultimate fate of Wang’s
and Chen’s vision of nation building rather than to study their collaboration
per se. This is indeed a limitation, since it artificially isolates Wang’s and
Chen’s aspirations from the actual experience of collaboration, which is
mired with difficult moral questions on nationalism and disregard of basic
human rights. I leave, however, these important issues to be addressed
by other scholars, as they go beyond the scope of this book. The current
growing interest in collaboration in China has produced—and continues to
produce—abundant and high-quality works that clarify the nature of this
phenomenon while emphasizing its complexity and diversity.?

Wartime collaboration is still, to this day, a sensitive issue, intertwined
with painful memories that have haunted humanity since World War II. As
a consequence, until recently, narratives on collaboration were character-
ized by a sharp distinction between evil and good. In postwar European
imagery, the “collaborator” is generally a villain who revels in an orgy of
cruelty or is simply motivated by greed for power or wealth. Any interme-
diate position was inconceivable because of the highly emotional and polit-
ical content of the issue and its protracted effects on postwar politics.
Scholars still find it difficult to overcome the highly rhetorical and polar-
ized dichotomy between “resisters/nationalists” and “collaborators.” Only
recently have works on Vichy and Salo brought to light the ambiguity that
often characterizes this issue, adding grays to the black-and-white narra-
tives that we inherited from the postwar years.’

New works have aimed at the outright redemption and justification of
the Fascist collaboration years in Salo; especially notable in this area is the
work of the late Italian historian Renzo De Felice.® Others, instead, have
tried to understand the intellectual foundations of high-level political col-
laboration or the small betrayals that punctuated the daily practice of coex-
istence with invaders.” The latter trend attempts, not to invest collaboration
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with positive value, but only to attain a more nuanced understanding of its
complexity and its different faces. This chapter belongs to the latter trend,
since it does not want to be an apology for the RNG but only to improve
our understanding of the complexity of Chinese collaboration.

A Lost War?

One of the main ideas that influenced Wang’s and Chen’s decision to coop-
erate with the Japanese was their conviction that, if the two countries ever
engaged in a military conflict, China would suffer a humiliating defeat.
This had been the basic notion of the an’nei rangwai political platform sup-
ported by Wang during the years of the Wang-Jiang coalition. By 1938,
when Wang launched his Peace Movement, his perception of China’s mili-
tary weakness had not changed. According to Chen’s 1945 defense docu-
ment (zibaishu) in which he answered the accusations brought against him
at the hanjian trials, after the 1933 Gubeikou® incident Wang had became
increasingly convinced that China was unable to fight Japan. At that time
repeated communications from the front stressed the military inferiority of
China, describing how the Chinese troops’ fire power was so inferior to that
of the Japanese that, to shoot the enemy, Chinese soldiers had to get very
close and, as a result, would be shot down by the powerful precision
weapons of the Japanese. The Chinese soldiers could not muster any mean-
ingful resistance to Japan’s invading forces; they were killed even before
they could sight the enemy. At the time, both military leaders and officials
emphasized the fact that, although soldiers and generals were willing to
fight, the army was simply not equipped to do so. According to Chen, it
was those reports and the conclusions drawn by the very military leaders
at the front that reinforced Wang’s belief in the futility of military resis-
tance.’ The feeling that war with Japan would have disastrous consequences
was further strengthened by the speed of the Chinese retreat in the face of
Japan’s aggression in 1937-38, reinforcing Wang’s view that the war was
lost even before it had begun.

Like Wang, Chen also became even more convinced than before that
China would inevitably lose the war. Chen, however, continued to stress
China’s economic, rather than military, weaknesses. In 1945, he again
bemoaned the fact that, in 1937-41, the country had not been ready for war
because “[it] did not even have a military industry worth talking of.” Even
more debilitating was, in his eyes, the fact that China had not reached
autarky: “each year China is even short 16,000,000 piculs of rice. ..
20,000,000 piculs of wheat flour [to meet its needs]. . . . In 1932 China’s pro-
duction of cotton only reached 7,000,000 piculs. What to do? If China goes
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to war, food and cloth will not be sufficient, and there is really no way we
could survive.” Chen'’s belief that China’s lack of self-sufficiency would
have a negative effect on the nation’s ability to sustain the war effort
was thus unchanged from his years at the Ministry of Industry. As he re-
peatedly emphasized, his belief had been strengthened by that experience:
“It was part of my job at the Ministry of Industry to study and decide on
these problems.”!? These years of study had strengthened his perception of
China’s problems.

That Chen made these statements during his trial in 1945 could cast seri-
ous doubt on their veracity. Chen had every reason to cast his decision to
collaborate in the best possible light. His statements, however, are consis-
tent with his prewar understanding of China’s crisis, lending them a mea-
sure of credibility. At the same time, these statements reveal how, in 1945,
Chen still perceived China’s situation within the interpretive framework
that had influenced his decisions in the 1930s. Chen argued that he and
Wang had collaborated because they had believed that the war was lost.
Military resistance to Japan did not seem a viable option. Chen thus repre-
sented the logic of the an’nei rangwai as justification for their unwillingness
to fight Japan. In 1946, however, this logic did not sound convincing to the
Chinese public (and the judge presiding at the trial) in the wake of Japan’s
total defeat.

In 1932 that logic, however, had been embraced also by Jiang Jieshi, who
now was hailed as the defender of the nation. The Wang-Jiang cabinet had
been formed on the assumption that China could not stop Japan militarily,
incurring the considerable wrath of those who instead supported outright
military resistance. As seen earlier, in 1932 both Wang and Jiang had
favored a strategy of attempting to strengthen the nation while delaying as
long as possible a clash with the Japanese army, although they greatly
diverged on the meaning and means of such strengthening. It is hard to say
on what side Jiang would have been if it had not been for the Xi‘an
Incident—when the Communists kidnapped him and forced him to declare
war on Japan and begin a new period of collaboration with them. Even as
the leader of China’s military opposition to Japan during the war, how-
ever, Jiang's strategy of how to deal with Japan was also based on a feeling
that China could not beat the Japanese army, a feeling reinforced in 1937 by
the loss of Shanghai, where Jiang had committed much of his force.

Since 1932 Jiang had believed that a second world war would erupt as
early as 1936 and China would be rescued by the intervention of Western
powers.!! Jiang’s approach to war was in general marked by waiting either
for a foreign deus ex machina or for Japan to collapse on its own. His war
strategy rested on two main ideas: exchanging territory to gain time and
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engaging Japan in a war of attrition. As Jiang argued in a 1932 essay, he was
not afraid of losing territory as much as losing Chinese culture. Jiang used
the examples of the “barbarian” Wei, Yuan, and Qing dynasties to make the
case that, even if invaded, the Chinese would inevitably triumph in the
long run. The Chinese people tended to assimilate (tonghua) the invaders
and defeat them over time with their culture. Consequently, Jiang declared,
he was primarily concerned with educating the Chinese—about his inter-
pretation of Chinese culture, that is—rather than preventing the Japanese
from invading China.? Jiang’s essay reveals how Jiang conflated education
and culture with political control and indoctrination, as the New Life
Movement, a crucial aspect of his idea of cultural education, testified. In
addition, by exchanging territory for time, Jiang argued, China would ulti-
mately force Japan to spread itself too thin and be worn down, until it
would eventually collapse.” Jiang, therefore, never took seriously the pos-
sibility of China winning the war on its own strength and never believed in
directly engaging Japan militarily.

In this respect, the main difference between Jiang and Wang was Jiang’s
belief that a Western power, most likely the United States, would come to
the rescue. Wang, instead, was convinced that no Western power would
intervene in the Sino-Japanese conflict. Because Japan’'s imperialism was
anti-Comintern in nature, he reasoned, its aggression would not provoke
the intervention of the United States and Great Britain.!* Wang’s belief was
strengthened after Chen’s visit to Europe in early 1938. Upon his return,
Chen reported that England, France, and the United States would not
expand their war to the Pacific in support of China. In addition, Italy, which
until then had been a close ally of China, had just signed the Anti-
Comintern Pact with Germany and Japan. In spite of its pledges to main-
tain a “strict neutrality” in the current Sino-Japanese conflict, Italy was in
reality gradually increasing its support of Japan. During Chen’s visit to
Rome, both Mussolini and Galeazzo Ciano—at that time minister of foreign
affairs—repeatedly urged him to accept peace with Japan and offered to act
as mediators. As Chen wrote in his report of his visit to Italy, regardless of
the encouraging words of Mussolini and Ciano, it was already clear that
Italy had abandoned its friendly attitude toward China and “if there [are]
people who still say that Italy on the surface shelters Japan, but in reality
supports China, they cannot be trusted.”'> The perception of China’s
unavoidable defeat changed dramatically in 1941, after the Japanese
attacked Pearl Harbor and the United States entered the Pacific theater of
war. It was at that point that Wang’s and Chen’s predictions proved wrong.
China, as part of the Allied forces, now had more than a good chance of
ending up on the winning side, fulfilling Jiang’s prophecy.'®
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Before Pearl Harbor, believing that defeat was inevitable, Wang saw no
alternative but to reach a peace agreement with the Japanese and establish
a collaborationist Chinese government in the occupied areas. Achieving a
peace as favorable as possible was the only way, he believed, to save what
was still possible to save. In 1938 Wang argued that the moment had
arrived to exploit the current favorable circumstances and Japan’s new atti-
tude toward China to negotiate, if not an ideal peace, at least a peace that
would leave hope for the survival of the nation.!”

The Dream of a Favorable Peace

When talking about the current favorable situation for China, Wang
referred to new developments on the Japanese side. In his 1938 program for
a New Order for Asia, Japan’s prime minister, Konoe Fumimaro, acknowl-
edged that Japan had underestimated Chinese nationalism. Only now,
Konoe claimed, had he come to the realization that Japan could never tri-
umph over China since Chinese nationalism “can be found everywhere.
You can find it in the Guomindang-Communist collaboration. . . . You can
find it in the leaders of the puppet regimes. . . . Nationalism is what enabled
China to keep fighting with all her weakness. It is to be found not just at the
state level but at the individual level.”!8 For this reason, Konoe concluded,
Japan had come to understand that it needed to concede something to
Chinese nationalism and was now ready to compromise with the GMD on
the condition that Jiang step down.

The New Order for Asia also marked a new attitude of the Japanese gov-
ernment toward the Chinese economy. Parks Coble divides Japan’s occupa-
tion of China into three periods. The first period, from 1937 to November
1938, is characterized by “destruction and chaotic attempts to control the
economy.” The second period, from November 1938 to the beginning of
the Pacific War, begins with Japan’s realization of the negative effects on the
Chinese economy of a year of unrestrained plundering, which hindered
Japan’s policy of using China’s resources to support the war—"using the war
to feed the war” (yizhan yangzhan). The conquest of central China had begun
to strain Japan’s resources rather than help sustain the war effort. For this
reason the Japanese government decided to attempt to organize the Chinese
economy and bring back production to prewar levels. The third phase, from
early 1943 to 1945, Coble argues, witnessed “the collapse of this policy.”?

Wang started negotiations with the Japanese at the moment when the
Japanese wanted to revitalize the Chinese economy and were seeking
Chinese cooperation. Konoe’s statement gave Wang new hope. Wang was
ready to take Konoe’s statement at face value because he was convinced
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that ultimately the Japanese had no intention of completely destroying the
Chinese nation but only wanted to defend their interests in the region.?
This perception was not completely unfounded. The Japanese government
had been reluctant to launch a military occupation of central China. On this
issue, the views of the civilian leadership in Tokyo differed from those of
the military, especially the Guangdong (Kwantung) army in China, which
had pushed for military conquest of the lower Yangzi Valley and generally
opposed Chinese participation in the political and economic administration
of the area. Japan’s China policy was thus often chaotic and inconsistent,
allowing ample room for speculation.?! In the negotiations for the estab-
lishment of the RNG, Wang dealt mostly with the civilian leadership in
Tokyo. The moderate attitude of the Konoe cabinet, together with Wang’s
hope for a constructive collaboration with Japan, led him to believe that an
acceptable compromise was possible. He thus stated that the time had
come to exploit Japan’s new attitude in order to return to the situation of
the 1933 Tanggu Truce, remove Jiang from the government, and gain more
time for national reconstruction,?> which he believed was the only lasting
defense against Japan’s aggression.

The arguments presented by Wang in the context of the Peace Movement
were not new. They had already been used by a previous Chinese collabo-
rationist political formation, the Reformed Government (weixin zhengfu,
1938-40). Its two most prominent leaders, Liang Hongzhi and Wen Zong-
yao, had assumed a similar position, basing their claims for legitimacy on
two issues. First, they argued that the war was already lost. Second, they
claimed that Japan was not aiming at the destruction of the Chinese nation.
The basic difference in the rhetoric of the Reformed and the Reorganized
governments can be found in the former’s rejection of the GMD political
leadership over the country. Liang and Wen felt that the GMD, from Sun Yat-
sen to Jiang Jieshi, had led the country astray and advocated a return to a
more traditional political system. The leaders of the RNG, on the other hand,
challenged only Jiang’s leadership and not the Nationalist legacy. They
actually aimed at revitalizing the GMD by placing it once again under their
leadership and bringing it back to its original political path indicated by Sun
Yat-sen. In spite of this difference, both governments regarded collaboration
with the Japanese as a temporary solution for attaining long-range political
and nationalist goals. In this sense the term “collaborationist nationalism”
chosen by Timothy Brook in his study of the Reformed Government appears
to also be extremely appropriate for the RNG.%

The Reformed Government proved highly ineffective in restraining the
Japanese, and its experience could hardly offer inspiration to Wang
Jingwei. Nevertheless, Wang was convinced that he would succeed where
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the Reformed Government had failed. He believed that his government dif-
fered from its predecessor in two ways. First, Japan had finally recognized
the power of Chinese nationalism and was now more willing to compro-
mise than before. Second, because he enjoyed much more political prestige
than Liang and Wen had, he was in a better position to exploit the needs of
the Japanese for a strong and legitimate Chinese government and thus
would be able to negotiate a more favorable peace. Since the beginning of
the war Japan had based its occupation strategy on the development of a
strong Chinese administrative structure that would enjoy a high level
of legitimacy in the eyes of the Chinese population and, at the same time,
protect Japanese interests.?*

Preserving the Vitality of the Nation

Although Wang had hoped to bargain with the Japanese from a position of
relative power, negotiations proved slow and disappointing. When Wang
finally signed the Basic Treaty (jiben tiaoyue) with the Japanese on
November 30, 1940, it was clear that he had had to compromise more than
he had expected. Anticommunism, not the survival of the Chinese nation,
had become the central issue of the peace agreement, opening the door to
Japanese policing activities on Chinese territory. In addition, the treaty vir-
tually consigned China’s national integrity to the vague formula of “friendly-
neighbor relations,” without offering any further assurance of Japan’s good
intentions. No real agreement had been reached on the timing of the retreat
of the Japanese army or on the line beyond which the Japanese would
retreat. The future status of Manchuria was also left uncertain, since the
treaty assigned to this region an unspecified “special status.”?

In spite of Wang'’s repeated invitations to join him, Chen Gongbo ini-
tially remained aloof from the Peace Movement. At the time of his trial, in
1945, Chen stated that he had disagreed with Wang’s peace treaty because
it had failed to deal satisfactorily with China’s three most urgent problems:
Japan’s military retreat, the recovery of Manchuria, and “preserving the
‘people’s vitality’ [renmin de yuangil.” The idea of the people’s “vitality”
(yuangi), a formula often used in these years to indicate the preservation of
the nation, was closely connected to the notion of modern nationhood that
had inspired Wang’s and Chen’s work in the years of the Wang-Jiang coali-
tion. It thus referred specifically to the preservation of China’s minzu econo-
my. In this context, preserving China’s vitality became synonymous with
maintaining control over economic resources in order to permit future nation-
building efforts. As Wang stated in a conversation with Chen, he believed
that “if China wants to reconstruct it needs at least twenty years. . . . Today
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it is possible to preserve a little vitality [yuangi] for the nation, as the step-
ping stone for future reconstruction.” Since nation building, the prerequi-
site for resisting Japan, had not been achieved and no time was now left to
accomplish it, the only hope for China was to preserve the basic elements
with which to develop a minzu economy in the long term. This goal was to
be achieved through collaboration with the Japanese. The process was not
going to be easy, as Wang himself recognized. It was going to be a matter of
proceeding “one step at a time.”?

Preserving China’s vitality became Chen’s main focus when he finally
joined Wang Jingwei in Nanjing shortly after the inauguration of the RNG.
Chen continued to see Japan'’s escalating aggression as a result of the close
relationship between a country’s control over economic resources and its
national power. In the 1940s Chen took this idea, which in the 1930s had
been at the core of his understanding of colonization, a step further. “Japan
used war to feed war” (Rijun shi yizhang yangzhan), he argued. For this rea-
son, “it need[ed] a good producing area” and was attempting to reduce
China to this role.”” The more the Pacific War intensified, the more Japan
would tighten its control over the Chinese economy.

By 1939, after two years of Japanese occupation of central China, Chen
believed that his worst fears had been fully realized. The Japanese had
taken over the core of the Chinese economy. In the early months of 1938 the
Japanese army confiscated Chinese industrial plants in Shanghai and other
industrial centers and placed Chinese businesses under the control of the
Japanese “national-policy companies.” In the lower Yangzi Valley, Japan
had established a system of “material control” (wuzi tongzhi) aimed at en-
suring supplies of raw materials and food for their military effort. Japan’s
“material control” was exercised through control commissions (tongzhi
weiyuanhui) that organized and mobilized the agricultural production and
industrial processing of crucial raw materials, such as grains and cotton.?
This system very much resembled the one attempted by Chen with his
1930s NEC reforms. The corporativist structure for the mobilization of
China’s resources and producers that Chen had envisioned as the key for
the development of autarkic minzu industrialization was now, in the hands
of the Japanese, a tool to support their war effort against China. Chen
believed that China’s economy had been wrested from its people and incor-
porated into Japan’s industrial war machine.

In effect, the Japanese stripped the Chinese economy of its autonomy.
As a foreign observer described, Japanese “occupying forces took over all
Chinese government property and all means of large-scale production, and
monopolized the distributive services. They imposed manufactured goods
on the Chinese market in return for Chinese Nationalist government
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banknotes for foreign exchange. Treating China as an internal market, the
Japanese brought in and took out vast quantities of commodities and capi-
tal goods without passing through customs at all.”? The Japanese were
particularly interested in the “two whites” (cotton and salt) and the “two
blacks” (iron and coal), and to gain easy access to them they kept their
prices down and controlled their marketing and transportation. In this way
they blockaded unoccupied China and paid nominal prices to the Chinese
producers, who were left with no choice but to sell to the Japanese. Japan
thus attempted to extract as much from China as possible while placing a
stranglehold on Chongqing.* In addition, by April 1938, the Japanese gov-
ernment had reached an agreement with the British ambassador in Tokyo
that allowed the Reformed Government to deposit all Chinese customs rev-
enue in the Yokohama Specie Bank. This was a tremendous loss for China,
since customs revenues from Shanghai alone constituted between 40 and 50
percent of the total revenues of the Nationalist government.®! In essence,
China’s resources were used to conquer China and to expand the Japanese
empire, just as Chen had feared since 1932.

According to Yuan Yuquan, director of the trade section of the Ministry
of Industry of the RNG, Japanese purchasing operations in central China
were carried out with no consideration for the peasants and prioritized the
feeding of the Japanese troops.®> As the US consulate general reported in
late 1939, the Japanese were buying large quantities of rice from peasants at
“practically confiscatory prices” in order to meet military needs, thus cre-
ating food shortages and hardship for the population.®® Japanese acquisi-
tion techniques amounted to “ruthless plunder.”** Food shortages soon
became a major problem in Shanghai, making it clear that the Japanese
army had no interest in ensuring that the Chinese population had enough
to eat. As a consequence, the level of starvation in Shanghai was such that
the local authorities began a repatriation program, encouraging people to
move to the rural areas. Between December 1941 and January 1942, an esti-
mated 300,000 people left the city.?

According to Chen Gongbo, the recovery of control over domestic
resources was necessary to save China. It was the only effective way to
undermine Japan’s war effort while preserving the people’s vitality, which
is to say, to feed the Chinese and salvage the economic foundations for
national reconstruction. However, Japanese behavior in central China had
proven beyond a doubt that control over Chinese resources was crucial for
Japan’s war effort.? Japan, therefore, had no motivation to surrender this
control, especially since China did not pose a serious military threat.

One factor, however, worked in China’s favor. Wang and Chen became
aware that the Japanese were having trouble exercising control over the
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Chinese population and the economy. Whether it was a matter of national-
ism or a desperate attempt to survive, both peasants and urban dwellers
found ways to escape Japanese control. The Japanese authorities faced
severe difficulties in enforcing the material control system. In central China
in 1941, the quantity of husked rice on the market had decreased by 50 per-
cent from before the war. The quantity of wheat on the market also
decreased yearly. In central China the percentage of flour mills able to oper-
ate dropped from 45.5 percent in 1939 to 33.2 percent in 1942. In 1942 Japan
seized 378,000 tons of wheat and 466,000 piculs of cotton, which were only
58.2 percent and 36.7 percent, respectively, of the originally planned quan-
tities.’” In short, the Japanese were unable to acquire the resources they
needed or to control the transportation of staples and goods. Peasants
reduced their production of grain and other basic products such as cotton
because they were no longer profitable due to Japanese procurements.
What was produced tended to find its way to the black market in Shanghai
and other cities in central China as well as to the areas under Jiang Jieshi’s
control, making the blockade against Chongqing less effective.?® It was in
this context that the Japanese became willing to share the burden of acqui-
sitions with a sympathetic Chinese government.

The preservation of the Chinese economy became the underlying theme
during Chen’s trial in 1945. He was accused of, among other things, “hav-
ing ransacked goods and supplied the enemy” at the expense of the civil-
ian population, depriving them of basic goods for subsistence, such as rice,
flour, and cotton. These accusations directly opposed his claim that the
main goal of the RNG was to “preserve the people’s vitality.” Chen in-
sisted that the RNG had fought tirelessly to preserve goods from the enemy
and oppose Japan’s plans.

Although the transfer of control over resources to the RNG was one of the
very first issues tackled by the new administration and was planned and
approved by the Japanese at the earliest stages of collaboration, it proved
slow and difficult. Wang had not been wrong in describing the task of
regaining control over the “people’s vitality” as a “step-by-step” process.*
The Chinese and the Japanese began a tug-of-war over local resources, and
RNG leaders found themselves in the position of working to fill Japanese
procurement quotas.

From Theory to Practice: The Struggle over Control of Resources

In 1939, during negotiations with the Japanese in Shanghai, Zhou Fohai—a
longtime associate of Wang Jingwei and Chen Gongbo who was to become
the third most important personality in the RNG—reached an agreement
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on the release of part of the customs revenues deposited with the
Yokohama Specie Bank.?’ This was a big victory since it returned some
financial resources to the Chinese authorities. Encouraged by this early suc-
cess, as soon as the new Nanjing government was established, its leaders
began to plan for the recovery of China’s “postwar” (zhanghou) economy,
the expression they used to indicate the economy of the occupied territory
after the establishment of the RNG. The recovery of the Chinese industry
became, once again, a priority.

A 1941 document, “Circumstances of the Cotton Textile Industry and
Preliminary Plan for Its Recovery,” exemplifies the spirit that characterized
Nanjing government’s economic ideas in this first year of collaboration.
The document opens with an assessment of the cotton industry in the pre-
war years, highlighting the recovery and development that China’s textile
industry had experienced in the few years before full war with Japan. The
document continues with a section devoted to the “postwar period”
(zhanghou). This second section laments the destruction that the war
brought to Chinese textile factories as well as the fact that those factories
that were still able to operate had been placed under the management of
the Japanese military authorities. The Japanese authorities, the document
continues, had however agreed to return Chinese factories to the Ministry
of Trade and Industry (gongshangbu) of the Wang government, and the
stage was now set for restoring the cotton industry to its prewar condi-
tions. The recovery plan presented by this document opens with a pledge
to follow as its basic principle what it describes as “Sun Yat-sen’s principle
of self-sufficiency in the production and marketing of cotton.” Recog-
nizing that present conditions were far from allowing self-sufficiency, the
plan focuses on a recovery program to be completed in four years. The
goals of the program were mostly to return agricultural and industrial pro-
duction to the levels achieved in the prewar years and to push for further
expansion, closely echoing the objective of the prewar CCC. The plan opti-
mistically concludes that, because the Chinese people tend to privilege cot-
ton over other fibers due to cultural and economic factors (echoing the
prewar idea of an unlimited rural market for Chinese industrial cotton
goods), prospects for the development of the Chinese cotton industry
appeared particularly hopeful. The government thus pledged to work
for the recovery of the cotton industry and to eliminate the obstacles to
its development: insufficient supplies of raw cotton, poor quality, lack of
capital, poor technology and management. This plan, the document
concludes, would focus on the preliminary recovery of the industry
but was to be followed by a second one devoted to the achievement of
self-sufficiency.#!
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This document, with its discussion of the minzu (a term used in the doc-
ument) Chinese cotton industry and its goals of a future autarky, exempli-
fies the initial economic goals of the RNG as well as the RNG leaders’ lack
of understanding of the nature of their collaboration with the Japanese. The
idea that the Japanese would allow the Wang government to continue
its work toward Chinese self-sufficiency at the expense of Japan’s own
economic interests in China—and especially against Japan’s intentions of
“using the war to feed the war” (yizhan yangzhan)—was obviously unreal-
istic. Most economic plans for 1941 drafted by the Wang government, how-
ever, shared this same unrealistic assumption that the Chinese authorities
could now resume their work for economic reconstruction interrupted by
the war. This was the case with the plans for the recovery of the silk indus-
try and for establishing a Chinese Industrial Bank, which was to invest
exclusively in Chinese industries and mobilize private capital through its
joint state-private organization.*? Equally optimistic were the Wang gov-
ernment’s statements that economic control of goods of daily necessity was
an internal Chinese matter and therefore it was to be exercised by Chinese
authorities. Japan, an internal document of the Wang government stated,
needed to understand this principle and respect China’s independence.*?

It soon became clear that the Wang government would meet with over-
whelming difficulties in achieving its goals and regaining control over the
Chinese economy. Negotiations to return Chinese industries to their origi-
nal Chinese owners proceeded slowly, and only by 1943 had most of these
factories, if not all, been restored to the Chinese. This led to the reopening
of the merchants guilds and the Shanghai Stock Exchange, bringing back
some level of business life to the city and gaining for the RNG the support
of local entrepreneurs.* Once again, following the strategy already
attempted during the Wang-Jiang coalition, the Wang government estab-
lished a new National Economic Council (RNG NEC) headed by Zhou
Fohai, at the time the minister of finance and the chairman of the Central
Reserve Bank of the RNG.

The 1940s RNG NEC was supposed to create the same structure of eco-
nomic control established by its predecessor in the 1930s. Like the 1930s
NEC, the new one aimed at bringing the Chinese economy under the con-
trol of the Chinese government and away from the Japanese. The RNG
wanted the new NEC to be the only control agency in central China. For
this reason it requested the abolition of the Central China Development
Company (naka Shina shinko kabushiki kaisha)—the Japanese organization
that oversaw the Japanese system of material control—and the transfer of
its functions to the RNG NEC. This request, not surprisingly, met with
Japanese opposition. The Japanese were reluctant to dismantle the company
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because it controlled central China’s infrastructures, which they wanted to
keep under their direct authority. It was only in 1944 that the Japanese
passed over to the RNG titles to a few public utilities in Shanghai—a mean-
ingless move that did not challenge Japanese control over the company.*
The transfer of the management of the system of material control over
goods, however, was more successful, although it fell short of Wang’s and
Chen’s expectations. In July 1940 the Japanese allowed the establishment of
a Grain Management Committee (liangshi guanli weiyuanhui), which would
be responsible for overseeing the procurements of rice for the Chinese mil-
itary and civilians. The committee was supposed to guarantee Chinese
autonomy in the acquisitions of resources, thus ensuring that a portion of
the Jiangnan grain would be made available to the Chinese population. The
Japanese were supposed to acquire grain from fifteen rice-producing coun-
ties in Jiangnan, while the RNG was limited to the Wuhu area, Nanjing
area, and, starting in 1942, five areas of southern Anhui.* Chen had high
expectations for this new system. When he became the mayor of Shanghai
in October 1940, he declared that he “would try to get 14,000 piculs of rice

per month to feed Shanghai’s starving people.”#

There was a propagan-
distic ring to Chen’s statements, since, as historian Christian Henriot has
pointed out in his study of rice regulation in wartime Shanghai, the amount
of grain promised by Chen, even if obtained, would have been enough to
feed Shanghai’s people only for a short time. The new Grain Management
Committee, however, marked the first step in taking over from the Japanese
the administration of food and other goods in central China.

Reality proved less rosy than Chen had hoped, however. Although the
acquisition areas assigned to the Japanese were the best grain-producing
regions in central China, they found it difficult to keep within the limits
imposed by the new agreement and repeatedly ignored them. Japanese
troops continued to buy grain in the areas controlled by the Chinese. They
also prohibited transportation of Chinese rice through the areas under
Japanese control, often resorting to such measures as seizing the grain just
purchased by Chinese merchants. In short, according to Yuan Yuquan, “the
Japanese employed all kinds of tricks and the Chinese met with one diffi-
culty after another in their attempt to purchase grain for the people.”#

Control over grain became a matter of daily confrontation between
Chinese and Japanese authorities. The situation was exacerbated by the fact
that production in the occupied areas was declining dramatically. According
to Yuan Yuquan, the economic situation in Jiangnan became increasingly
desperate because the areas were already depleted of resources due to the
Japanese policy of “killing the hen to get the egg.”*’ As revealed by a survey
carried out by Yuan Fudeng, the president of the Chinese Chamber of
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Commerce, their methods of procurement had the effect of discouraging
production. According to Yuan, one of the major reasons for the decline of
rice production in the lower Yangzi Valley was the fact that the peasants
were forced to sell their rice at minimal prices, a problem exacerbated by
rapid inflation and the inability of the procurement system to keep up
with adjustments in grain prices. As a result, many peasants had given
up rice growing altogether, thus adding to the already-serious shortage.>
To make things worse, in 1941, the United States imposed an economic
blockade against the Japanese, which included the Chinese occupied areas.
As a consequence, neither the RNG nor the Japanese could rely on im-
ports of grain and other basic staples from the British colonies or Southeast
Asia 5!

A new wave of transfers of control over resources from the Japanese to
the RNG came in mid-1942 because of Japan’s increasing difficulties in cop-
ing with its widening war front. The Japanese administration discovered
that it was indeed spread too thin. Due to increasing difficulties in manag-
ing central China, the Japanese government changed its approach: “In the
past we, and one branch of the military especially, have adopted the erro-
neous attitude of disregarding the Chinese standpoint and discouraging
their initiative in such fields as administration and the economy.”* This
statement reveals the frustration Japanese authorities were experiencing in
controlling China, but also the discrepancies in occupation tactics between
the Guangdong army and the Japanese government in Tokyo. The Japanese
army was less willing than the government in Tokyo to make concessions
to the Wang administration. The Japanese government blamed the army for
the unsatisfactory situation in China.

At the end of 1942 Japan inaugurated the New China Policy (duihua
xinzhengce), which granted more autonomy to both Japanese and Chinese
civilian authorities in the regions while reducing the military role in local
administration. Under the new system, finalized in early 1943 and called
the “take-charge system” (danshang guanzhi), the Japanese were to choose a
few individuals among its advising, consular, and military personnel in
China and assign them the task of coordinating economic policies with the
Wang government. The New China Policy also provided for the complete
transfer of responsibility for material resources over to the RNG. This plan,
however, was opposed by the Japanese military administration in China,
who argued that material control should not be transferred directly to the
Wang government but should be handled by an organization composed of
both Chinese and Japanese merchants.®® The Japanese military believed
that the RNG lacked the strength to carry out its policies and enforce legis-
lation at all levels of society and thus would be ineffective in handling
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acquisitions. It was only by co-opting the powerful merchant associations
that it would be possible to mobilize local economic resources.>

After more than two months of negotiations, finally Japan and the RNG
reached an agreement. The current Central Material Control Committee
(zhongyang wuzi tongzhi weiyuanhui) would be abolished. Japan would
transfer power over resources to the RNG, at least in theory, since the high-
est decision-making committee of the new system, the Economic Control
Deliberative Committee (wuzi tongzhi shenyi weiyuanhui), was to be com-
posed of both Chinese and Japanese members.’> Zhou Fohai was ap-
pointed as its director and the Japanese ambassador in Nanjing served as
assistant director.

Thus, 1943 witnessed a complete overhaul of the material control system
in central China, with the Economic Control Deliberative Committee end-
ing up as its highest authority.*® Its highest agency for policy implementa-
tion was the National Merchant Control Association (quangguo shangye
tongzhi zonghu, generally abbreviated to shangtonghui), established on
March 15, 1943. Tang Shoumin, the former general manager of the Bank of
Communications and a close associate of Zhou Fohai, was appointed chair-
man of its board of directors, which was composed of thirteen Chinese
members.” The assistant director of the association was the Japanese am-
bassador in Shanghai, and the Chinese membership was balanced by an
equivalent group of Japanese members. The new economic structure
became a site of fierce struggle between Chinese and Japanese authorities
for control over China’s resources.

By 1943 most of the documents produced by the economic administra-
tion of the Wang government focus on the recovery of control over the sys-
tem of material control. The optimistic productivist tone of the 1941 plan
for the “postwar” recovery of the Chinese industry was now replaced by
concern for increasing the production of grains, aimed at overcoming the
food crisis that characterized the last years of the Japanese occupation.’®
The ubiquitous references in these documents to the importance of grain,
and food in general, for the livelihood of the people appears to serve three
different purposes. While they expressed a nationalist concern for the wel-
fare of the Chinese people, these references, echoing Sun Yat-sen Principle
of People’s Livelihood, were also aimed at building political legitimacy for
the regime. They also expressed a growing frustration over the loss of con-
trol over staples that were crucial for the realization of China’s economic
autarky.

By 1944, one year before Japan’s defeat, the results of the RNG’s effort to
regain control over China’s economy had fallen short of expectations. The
work of the National Merchant Control Association had been plagued with
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problems. The local Japanese authorities were determined to use it as their
own long arm, leaving little autonomy to their Chinese counterparts.
Meanwhile, the RNG's struggle to maintain some control over local eco-
nomic resources was mostly in vain. The Japanese proved too formidable
an adversary. Concessions to the RNG increased with the deepening of
Japan’s military crisis and its inability to muster the necessary administra-
tive and military resources to keep central China under its direct control.
Historians generally agree that the RNG found itself mostly powerless vis-
a-vis the Japanese authorities and that its successes were few. According to
Zhang Genfu, “real power remained completely in the hands of the
Japanese.” Even when the Chinese succeeded in keeping procurements
within the limitations agreed upon at the time of the establishment of the
National Merchant Control Association, the distribution of resources
remained uneven. Zhang found that the RNG Cotton Control Committee,
the agency that constitutes the focus of his study, acquired 87 percent of
Chinese-owned cotton yarn in 1943 for one-fourth of the black-market
price. Sixty percent of the raw cotton was destined for the Japanese military
and 40 percent went to Chinese mills, calculated according to the number
of spindles rather than the number of mills. However, because Japanese
industries had illegally gained control of Chinese cotton mills, they owned,
unofficially, one-fourth of their total spindles. So Japanese mills ended up
getting 90 percent of the raw cotton destined for China’s cotton mills. In
May 1944, the difficulty in keeping Japanese procurements within reason-
able limits pushed Tang Shoumin to resign from the position of director of
the National Merchant Control Association. Tang argued that he had found
that he did not have the power to cope with both Japanese interference
and the political contradictions within the Wang government. Japan, he
complained, controlled every control commission, in spite of their mixed
memberships. Ultimately, control of goods was in the hands of the Japa-
nese merchants; the Chinese merchants were at their mercy.”

In 1945 Chen Gongbo himself conceded that the Japanese had not
allowed Nanjing to directly administer the material control system and had
pushed for the creation of a nongovernmental (minjian) leadership, which,
in actuality, was under the influence of Japanese merchants. As Chen
stated, “at the end, Japan isolated Nanjing and turned to the new policy of
oppressing the people directly. The so-called Merchant Control Association
and the grain and cotton and the other control committees were an inge-
nious way to isolate Nanjing [that is, the RNG].”® Thus, according to Chen,
the RNG had encountered insurmountable obstacles in attempting
to regain control over China’s economic resources and had been highly
ineffective.®!
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Chen, however, maintained that the RNG had made a valiant effort to
protect local resources and not to serve merely as a procurement agency for
the Japanese army. In the five and a half years he spent in Nanjing, Chen
argued, not a day went by without conflict between the Chinese and the
Japanese authorities. In addition to arguing over the terms of peace, conflict
arose over issues such as administrative freedom and unification, military
independence and Japan’s military retreat, and—in the economic field—the
preservation of material goods and of the people’s vitality. According to
Chen, from 1940 to 1945, Japan had regarded the RNG as an enemy:
“Chonggqing uses the military to wage war against us; Nanjing uses peace
to wage war.”

Although Chen’s statements cannot be taken at face value (they were writ-
ten as part of his defense in his treason trial in 1945), they still reveal Chen’s
continued concerns with preserving the nation’s vitality—specifically,
economic resources. This line of defense was also taken up by Zhou Fohai.
At the time of the Japanese defeat, Zhou chose to remain in Nanjing to deal
with Chongging and preside over what he described as the transfer to
Jiang’s government of the national resources the RNG had protected from
the Japanese at a dear price. As Zhou declared at his trial, he did not expect
to be lauded as a hero once the war was over, but he did not expect to be
tried as a traitor.%

Saving What Kind of China?

At the trials the Wang group directly addressed the issue of what consti-
tuted a nation and whether their strategy or Jiang’s had been the best way
to protect it. Members of the Wang government accused Jiang of being the
real hanjian because, to save his own political skin, he had sacrificed most
of the Chinese land and population to the Japanese. Chen Biqun, who was
Wang’s wife and was tried with Chen and Zhou, asked: “When large
chunks of the Chinese territory were abandoned by the Nationalist gov-
ernment to the Japanese, where was the nation that Mr. Wang could have
sold to the Japanese?”% According to Chen Biqun, Jiang had abandoned
the nation and retreated to Chongqing to preserve his position of power,
while Wang had attempted to save the nation by standing his ground in
Nanjing. Chen Biqun’s viewpoint was shared by Zhou, who believed that
Wang's effort to preserve the resources of the lower Yangzi Valley would be
recognized as a contribution to the Chinese effort in the war of resistance
against Japan.

The discourse on the economic nature of modern nationhood and the
importance of minzu control over its resources dominated the defense of the
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surviving RNG leaders, echoing a discussion that had been initiated as
soon as Wang had launched his Peace Movement in 1938. At that time
Wang had claimed that his main goal was to shield the Chinese people from
the brutality of Japanese occupying forces, whereas Jiang had abandoned
them during his speedy and chaotic retreat to the interior. In addition,
Wang complained, Jiang’s alliance with the CCP represented a serious
threat to China’s sovereignty. The CCP constituted an anti-Nationalist force
that denied the nation while supporting an international alliance of the pro-
letariat and that fought Japan for the sole purpose of handing their country
over to the Soviet Union.® By allying with the Communist transnational
forces, Jiang had thus compromised China’s sovereignty. Wang’s argument
echoed those of most leaders of the French Vichy government, who per-
ceived the Resistance as the long arm of Moscow.®® Wang thus concluded
that it was his own alleged betrayal of the nation that constituted the only
genuine effort to preserve it.” Once again, Wang and Jiang held different
views of what constituted a nation and their differences greatly affected
their views of the path China should take to survive its crisis. Jiang identi-
fied the nation with the state and its ideology/culture and not with its ter-
ritory and the Chinese people who populated it, as his statements on
exchanging territory for time cited above reveal.

For Wang, instead, it was important not to abandon the territories that
were the location of China’s minzu economy. Wang, therefore, perceived los-
ing the Jiangnan area as forfeiting the entire nation, leaving in Chongging
only a simulacrum of the nation and the emblem of Jiang’s spurious leader-
ship. The Peace Movement had started in 1938 as an alternative defense
strategy to that chosen by Jiang, a strategy that Wang had hoped would
carry the same political legitimacy as Jiang’s. At the trials at the close of the
war, however, Wang’s strategy had become equated with betrayal of
the nation. The war had, in fact, dramatically changed the discourse on the
nation and political legitimacy. The postwar narrative of collaboration—
developed during the war and grown to maturity at the hanjian trials—
presumed a dichotomy between defenders of the nation (resisters) and its
betrayers (collaborators) that ignored the uncertainty surrounding the legit-
imacy of Jiang’s leadership over the Nationalist government in the years
before the war. Chen Gongbo presented his collaborationist government as
a final attempt to oppose what he perceived to be Jiang’s spurious leader-
ship over the party. Chen thus acted according to a political discourse whose
conceptual categories were more complex than the postwar clear-cut dis-
tinction between resisters and collaborators. At the end of the war, however,
US support and recognition of Jiang as the supreme leader of China served
to fully recognize his rule. Doubts about his legitimacy were forgotten.
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Factions, Warlord Politics, and the Emergence of One Nation

The war years witnessed the demise of another element of the prewar polit-
ical discourse. With the consolidation of Jiang’s national government and
the elimination of pockets of resistance at the borders of the areas con-
trolled by the GMD (with the exception of the Communist base in Yan’an),
the war put to an end warlord-style politics. Warlord political culture and
practices had played an important role in China in the years before the war
and had also helped shape the response of many Chinese to Japanese occu-
pation, as vividly illustrated by Rana Mitter’s study of Manchuria in
1931-33. In his book, Mitter describes how the relationships among local
groups and their interactions with Nanjing influenced the choice between
resistance to and collaboration with the advancing Japanese army. Mitter
identifies three main groups competing for power on the eve of the
Japanese takeover. One of the local actors was the strongest warlord of the
region, Zhang Xueliang, who had reached an agreement with the GMD and
used the backing of Nanjing to establish his control in the region at the
expense of minor warlords like Ma Zhanshan, who eventually became
the leader of the anti-Japanese resistance movement. The local elite, on the
other hand, had lost much of their authority due to the state-building poli-
cies of Zhang, who acted in this instance as the long arm of Nanjing and
pushed for political and administrative centralization at the expense of
local patronage networks. Mitter also identifies smaller warlords, like Ma
Zhanshan, whose power base was shrinking due to the competition
between Zhang and the local elite.

In this context, Ma appears to have chosen resistance out of his desire to
oppose the powerful local elite and the hegemony of Zhang, who aban-
doned the area before the Japanese occupation. Nationalist feelings and
romantic ideas of saving the Chinese nation did not play a crucial role
among the Manchurian resisters, who, being far from Nanjing and having
grown accustomed to their autonomy, were not especially interested in
supporting the growth of a centralized national state. Their motivation in
resisting Japan was to protect their power bases. The Manchurian civilian
elite, instead, found that the Japanese promised more local autonomy than
did Nanjing or Zhang and were easily persuaded to establish local admin-
istrative institutions in cooperation with the Japanese. From Ma'’s point of
view the elite were now doing what Zhang had attempted before the
Japanese invasion, namely, centralizing political power at the regional level
at the expense of marginal warlords like himself. As Mitter demonstrates,
in his survival strategies, Ma relied on the logic of local power while play-
ing up nationalist propaganda with an eye to gaining the support of
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Nanjing and Western powers. Ma’s nationalism was primarily adopted for
strategic reasons, but not really embraced, since Ma’s perspective was geo-
graphically and politically at the margins of the Nationalist discourse of the
nation. Ma juggled not only between nation and invaders but also between
the new national political environment and Manchurian warlord politics.®

The logic of warlord politics also helps us to better understand Wang
Jingwei’s choice to collaborate with the Japanese. During the Nanjing
Decade, alliances with strong military men had been a common strategy
used by GMD civilian leaders in their attempts to oust Jiang from his posi-
tion of power. As much as they wanted to return the leadership of the party
and the government to its civilian component, they discovered that mere
political means were not as effective as hoped. The GMD civilian leaders
thus repeatedly arranged temporary alliances with various warlords in
order to use their military power, challenge Jiang, and resolve the leader-
ship struggle. Wang had himself attempted this dangerous tactic twice,
with mixed results. He had first allied himself with Feng Yuxiang and Yan
Xishan in 1930, only to suffer military defeat at the hands of Jiang. Later, in
1931, he had started a difficult cooperation with Chen Jitang in Canton.
This time he succeeded in posing a significant challenge to Jiang in Nanjing
and in finally returning to the central government in 1932.

This strategy had an illustrious precedent set by the very father of the
Chinese republic himself, as Wang reminded the nation in the early stages
of the Peace Movement. Sun Yat-sen had succeeded in strengthening the
political, financial, and military forces of the GMD by compromising with
the warlord of Canton, at that time Chen Jiongming. It was in those years
of compromise, Wang argued, that the foundations of the successful
Northern Expedition and the final unification of China under the GMD
were laid. Wang ignored the fact that the Northern Expedition, although
successful in restoring the GMD's rule over the country, had also brought
the military to power in the person of Jiang, who was now stubbornly hold-
ing on to his position and slowly driving the old civilian leadership to the
margins of the party and the government. Ignoring this ominous sign, the
leaders of the Peace Movement repeatedly brought up the Sun Yat-sen
precedent.

During the Peace Movement, Wang attempted to present collaboration
as a return to this old and accepted tactic, placing the alliance with the
Japanese in the context of warlord politics. The collaborationist govern-
ment, Wang argued, could use the Japanese to put pressure on Jiang to
resign. Wang could regain control over the party and the government and
set China on the right political path for national salvation.® The riskiness of
this strategy, foreshadowed by the inability of the civilian leaders to remove
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Jiang from his position once they had concluded the Northern Expedition,
became tragically apparent in occupied Nanjing when Wang and the other
GMD leaders found their ability to negotiate with the Japanese greatly
diminished by the overwhelming military superiority of the Japanese. In
Republican China, before and during the Japanese occupation, civilian
political leaders were not able to manipulate military strongmen of any
kind, much less the relentless Japanese army.

The nature of Wang Jingwei’s and Chen Gongbo’s collaboration differs
significantly from the Manchurian case. They do share, however, one basic
feature. They both show the configuration of power to be one of multiple
centers rather than a clear-cut dichotomy based on nationalism versus col-
laboration. The local elite in Manchuria attempted to use the Japanese to
reestablish their autonomy from the centralizing nation—represented by
both Nanjing and Zhang Xueliang. The Reformed Government had
attempted the same strategy with the goal of creating a nation outside the
Nationalist political legacy. Wang and Chen planned to use the Japanese to
defeat Jiang and regain leadership over the Nationalist Party and the
nation. The three collaborationist groups used the same tools for different
goals: the local elite to defy the “nation,” regardless of its leaders, the Re-
formed leaders to defy the Nationalist nation, and the RNG to strengthen
the “correct” Nationalist nation against what they denounced as Jiang’s
spurious leadership. In spite of differences and similarities, however, most
relevant here are the far-reaching effects of warlord-style political practices
and how they were used by those who opposed Jiang’s leadership and, in
the case of Ma Zhanshan, the establishment of a centralized nation.

Conclusion

The eruption of full-blown war with Japan in 1937 put Wang Jingwei’s and
Chen Gongbo’s theory of economic nation building and national defense to
its ultimate test. While economic reforms would have indeed strengthened
China, it is highly unlikely that their successful completion would have
prevented the Japanese invasion. It seems more likely that the more the
Chinese resisted Japan's access to its resources, the more Japan would have
been motivated to use military force to obtain them. In these circumstances,
Jiang’s plan to strengthen the military appears more realistic. However,
Jiang did not really intend to use his military apparatus to resist Japan—a
task he was leaving to the United States—but mostly aimed it at consoli-
dating his political control domestically by defeating the Communists, even
though he agreed to a truce during the war years. This strategy did not ulti-
mately save Jiang’s regime, since he was defeated by the CCP in the
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civil war (1945-49) that followed the Sino-Japanese conflict. We can only
speculate as to whether the reform path attempted by the Wang-Song
group in 1932-35 would have been more successful in the domestic strug-
gle against the CCP.

The state of unpreparedness in which China found itself in 1937, in spite
of years of growing Japanese menace, was in part the consequence of the
unresolved crisis of leadership that absorbed most of the energy of the
political elite. It is also arguable that Japan’s reluctance to transform China
into a colony kept alive hopes that Japan would stop before erasing China
from the world map, giving the Chinese leaders a feeling that there was still
time for “strengthening the nation.” In this context, Wang’s impression that
it was possible to salvage an acceptable compromise was justified by
Japan’s mixed signals. Wang’s decision to collaborate, however, revealed
his failure to understand the changes that were gradually transforming the
Chinese political scene. Wang continued to frame his political strategies
within the context of the early Republican years, not seeing that much had
changed. Japanese imperialism had reached a point where there was no
room for compromise. Japan was not a warlord but a powerful military
machine in the process of expanding its empire. At the same time, warlord
politics was in decline and being replaced by the growing prominence of
the idea of nation, a response to Japan’s deepening aggression.

The intervention of the United States in the Pacific War completely
changed the Chinese discourse on the nation in two major ways. It first
made the idea of China’s inevitable defeat obsolete. After 1941 the possibil-
ity of an ultimate victory by the Allied forces made Jiang’s strategy of trad-
ing territory for time the winning alternative. In addition, by supporting
the Jiang regime, the United States bestowed on it a level of political legiti-
macy it had never enjoyed before. Wang Jingwei’s and Chen Gongbo’s
ideas of nation and nationalism became completely discredited in the post-
war years, becoming exclusively identified with collaboration and divorced
from any memory of their wider prewar political framework. The Wang
group, the last GMD opposition to Jiang’s leadership, was now synony-
mous with collaborationism, antinationalism, and war crimes, obscuring its
past political history. The postwar discourse on the nation focused on
nationalism versus collaboration, replacing the 1930s multilevel struggle
among competing images of nationhood.

The memory of Wang's political alternative was erased from the na-
tional historical narrative in a process similar to that promoted by de Gaulle
soon after the end of World War II in France. As Caroline Wiedmer has
argued in her work on postwar Germany and France, de Gaulle demanded
the “absolute negation” of Vichy, the French collaborationist government.
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While de Gaulle had waged war on Germany from North Africa—where he
had joined the Allied forces and established a Provisory Government—the
Vichy leaders had remained in France to deal with the German occupying
forces. At the trial for treason and collaboration of its main leader, Philippe
Pétain, the defense had presented the argument that Vichy had attempted
to shield the French population from the Germans and protect them as
much as possible while waiting for de Gaulle and the Allies to liberate
France.”? After the defeat of the Nazi regime, de Gaulle promoted a narra-
tive of the war that completely omitted the Vichy regime, redrawing his-
torical continuity as running from pre-Vichy directly to his postwar gov-
ernment. As Wiedmer reports, de Gaulle stated that “Vichy was always and
remains null and void.””! Becoming void was also the ultimate destiny of
the RNG and, together with it, the strategy of nation building pursued by
Wang Jingwei and Chen Gongbo and their criticism of Jiang’s military
nation building.






CONCLUSION

George Taylor’s comments, quoted in the introduction, that China
was “alive with the discussion of her problems” and enthusiasti-
cally engaged in the “building of a new society” convey very aptly
the atmosphere of the Nanjing Decade.! This was a period of
high hopes for nation building and intense ideological ferment,
marked by a plurality of visions of nationhood and modernity
that found their expression in a myriad of reconstruction projects.
Although most of these projects were ultimately unsuccessful or
only scratched the surface of the problems China was experienc-
ing at the time, they testify to the variety of alternatives that
inspired Chinese political leaders and reformers in this decade
and to the importance Chinese reformers assigned to economic
modernization. The assumption that Chinese leaders only had to
choose between communism and a vaguely defined anticommu-
nism represented by Jiang Jieshi (the paradigm generally presented
by Cold War historiography) greatly limits our understanding of
the Chinese discourse on nation building and of the importance
of the Nanjing Decade in modern Chinese history. The Nanjing
Decade was profoundly different from postwar Nationalist China
because of the richness and diversity of ideas of political and
economic modernity and because of the freedom enjoyed by in-
tellectuals and political leaders to creatively combine elements
from different trends without being afraid of going against the po-
litical line imposed by their parties. Both the Communist and
the Nationalist Parties, in fact, were still works in progress, not
yet crystallized in the orthodoxy imposed by Mao Zedong and
Jiang Jieshi.
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As a result of this greater political and intellectual flexibility, the bound-
aries between the GMD and the CCP were often blurred in the prewar
period. Their leaders, for example, shared a view of the modern state as
highly centralized, interventionist, and able to mobilize the Chinese people
in pursuit of its goals (be they nationalist or socialist).? Because GMD and
CCP leaders also shared concerns that reflected China’s own experiences—
going beyond the framework of imported political and economic doc-
trines—both parties came to assign much importance to rural issues, to
perceive the rural elite as an obstacle to China’s modernization, and to de-
velop similar tropes on the role of the minzu socioeconomic elite in semi-
colonial China. The Nanjing Decade, therefore, witnessed not only the con-
frontation between Communists and Nationalists—which involved crucial
political issues of class struggle, wealth redistribution, and the eventual, if
not immediate, elimination of private property and the free market—but
also engagement with such fundamental themes as anti-imperialism and
the relationships between rural hinterland and industrial coastal China.

Balancing state control with market forces constitutes one more problem
shared by the Nationalist and Communist regimes. As mentioned above, the
CCC experiment in this field remains ambiguous because of its short life
and because the politically unstable environment of Nanjing never allowed
the full realization of Chen Gongbo’s original plan for economic control. It
is, therefore, difficult to understand how much control the CCC would
have had over the market and to what extent the CCC’s system of cooper-
ative marketing would have replaced private market networks. The CCC’s
failure to expand its control over the marketing of raw cotton, discussed in
chapter 5, weakened its ability to develop the circular flow of raw materi-
als and goods between village and Shanghai minzu mills, an essential strat-
egy for national unification and autarky. Even if the CCC had just devel-
oped, as in 1936 it appeared poised to do, into a marketing alternative for
peasants and farmers (when not infiltrated by the local elite as in the cases
presented by W. K. H. Campbell and Chen Hansheng), it could have played
an important role in stimulating rural production through market mecha-
nisms. Freeing the peasants from high-interest loans and the cutthroat mar-
keting practices of the local merchants and brokers and reducing trans-
portation costs of raw cotton to the Shanghai market certainly could have
had positive effects on both local and national economies.

The CCC’s intervention in the rural economy, however, had some prob-
lematic aspects, since, as also discussed in chapter 5, it relied on important
misconceptions of the socioeconomic reality of the village. CCC policies
could have created problems similar to those generated by the Communist
suppression of the market in the mid-1950s, when the Chinese state began
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to rely on central planning (rather than using market mechanisms) for
inducing economic growth and distributing goods.? In this period, concen-
tration of industrial production within state factories eliminated rural
“sideline” industries, which, in conjunction with the loss of commercial
opportunities, caused the decline of the village economy.*

The CCC leaders never planned the complete elimination of the market
as realized by the Communists. Their corporativist view dictated respect
for the private economy, although it was a respect attenuated by the gov-
ernment’s intervention and regulation. The CCC leaders, however, shared
with the Maoist leadership the desire to reduce the rural village into a mere
supplier of agricultural products: food and industrial raw materials. The
successful realization of the CCC’s plan, with its goal of concentrating spin-
ning and weaving in urban areas, would have taken place at the expense of
the rural handicraft cotton industry, thus depriving the village of this
important sideline industry. In addition, rather than reforming local credit
and marketing structures, the CCC leaders tried to replace them with urban
private banks and state-sponsored marketing societies. Although these
changes were supposed to channel urban capital into the rural economy,
they would have taken away business and commercial opportunities from
the village, leaving the rural community to rely exclusively on agriculture.
These policies were inspired by the CCC leaders’ disregard of rural culture,
society, and economy, which they labeled as petty and feudal, vis-a-vis
the modern, large-scale economy they were attempting to develop.® Even
though the NEC leaders were fierce anti-Communists, when it came to
understanding the village, they used the same rhetoric of local bullies and
middlemen’s exploitation of local resources, stressing the damage done not
so much to the peasants but to the modernization of the nation as a whole.

Although both the GMD and the CCP were inspired by a statist view of
China’s body politic, they also experienced a common tension between two
different approaches to nation building. The developmental approach,
which aimed at co-opting socioeconomic groups perceived as crucial for
achieving development, can be identified with the minzu nation-building
strategies of the NEC and of Mao Zedong’s New Democracy. The more
authoritarian utopian approach, instead, tended to disregard trends and
groups in the social and economic fabric of the nation and to redraw the
future of China on completely new lines. This vision is more closely
embodied by Jiang Jieshi—his military authoritarianism combined with a
notion of China’s identity based on his interpretation of traditional culture,
his vision of a state economy detached from societal modernizing forces,
and his New Life social engineering. The authoritarian utopian approach
reemerged in the mid-1950s when Mao abandoned the political platform
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laid out in New Democracy in favor of a socialist vision based on highly
rhetorical and abstract notions of the peasantry. In these years the
Communist government attempted to achieve its objectives through mass
mobilization and class struggle orchestrated from above. In the post-Mao
period, the Communists have shifted priority back to development,
attempting reconciliation with groups in society.®

The tension between utopian/authoritarian and developmental ap-
proaches underscores the importance for both the GMD and the CCP of
successfully determining the overall political identity of the nation and its
socioeconomic foundations. This proved to be a crucial issue for the
Nationalists, but not because they could actually mold China to their will.
China was never the blank sheet of paper that Mao Zedong, and most
Nationalist leaders of that period, believed it to be, and the most utopian
attempts generally met with disaster. Determining the political identity of
nation and party was important, above all, because the political legitimacy
of the Nanjing government depended on this definition. In her seminal
work on the Chinese civil war, Suzanne Pepper argues that the loss of sup-
port experienced by the GMD during the postwar period was responsible
for its loss of legitimacy in the eyes of most of the Chinese population,
including the modern economic elite, and ultimately led to its final defeat.
This view is also presented by historians such as Lloyd Eastman, who
argues that the GMD failed on the mainland because of its inability to carry
out the program of national reconstruction that had formed its original
political platform.” Both authors blame incompetence and corruption for
this outcome. While corruption was indeed a serious problem for the
Nationalists (and it would have been even if the Wang group had remained
in power), the main problem was Jiang’s inability to fulfill the expectations
of the groups that had originally supported the party, to engage any social
group in his nation-building project, or to give the impression that the
GMD, under his leadership, would be able to guide the country through a
socioeconomic transformation that had the potential to build China into a
strong and modern nation.

When Jiang Jieshi silenced the Wang group and imposed his vision of
military nation building on the Nanjing government and the nation at
large, he deprived the GMD of a political platform that had the potential to
steal some thunder from Mao’s New Democracy, the policy that was largely
responsible for the CCP’s success against the GMD and for the “honey-
moon” period of Communist rule.? Jiang’s move cost the GMD the support
of China’s reformist elite. Jiang’s model of the modern nation based on
military authoritarianism (which, however, was not strong enough to en-
sure domestic stability and effective protection of the nation from foreign
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aggression) and his attempt to mobilize the Chinese through the New Life
Movement never resonated with any social trends. While in Europe fascism
was rooted in society (European fascism was a genuine social movement
and had, especially in its early stages, widespread popular support), Jiang’s
military fascism became a self-contained system. The NEC leaders, instead,
attempted to co-opt socioeconomic trends and the elite who led them. Even
though the outcome of their nation-building program fell short of expecta-
tions, it resonated with the discourse on economic modernization and the
strengthening of China initiated in the Self-Strengthening period and was
bound to have been more appealing to Chinese intellectual and economic
elites than one based on military power (especially in view of public opin-
ion’s increasing criticism of militarism and warlordism).

Although different from Jiang’s more authoritarian idea of corpora-
tivism, the NEC’s policies were hardly liberal. After all, national economic
reconstruction, rather than liberalism, was the Wang-Song group’s claim to
political legitimacy. The international political atmosphere in the years
between the two world wars discouraged a liberal approach to nation
building. At the same time Japan’s mounting military aggression and the
escalation of the confrontation with the CCP strengthened the perception
that the national crisis required a strong state, one that could exercise polit-
ical and economic control. In this context, the participation of members of
the Jiangnan economic elite in the NEC corporativist organization did not
prevent it from being an authoritarian agency, adopting coercive measures
toward China’s weakest interest groups, such as workers and peasants, as
well as other elite members who did not share its goals of economic recon-
struction (rural elites and “non-minzu” industrialists). In addition, the right-
ist corporativist activities of the NEC and the CCC were characterized by a
bias toward urban modernity and can be accused of attempting to build up
Shanghai’s modern industry rather than the nation as a whole. The CCC’s
rural reforms, for example, were not necessarily going to benefit the village
(as already mentioned), and industrial workers were certainly experiencing
the strain of the state pro-industrialist approach to labor. In other words,
identifying nation building with the growth of the Shanghai modern man-
ufacturing industry was quite reductive. The NEC, however, was still a
reformist and developmental agency, and it attempted to realize the politi-
cal goal of national economic reconstruction that was at the core of Sun Yat-
sen’s heritage and of the party’s political legitimacy.

With the defeat of its leaders and the final consolidation of Jiang’s
power, the GMD became locked in a conservative stand that resisted sig-
nificant change. In addition, Jiang’s idea of economic development focused
on state-owned heavy industry, glossing over commodity industry and
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agriculture. As a consequence, Jiang’s GMD did not advance an economic
solution to the rural question, perceived as one of China’s most pressing
problems at the time, but favored political and military control of the vil-
lage. In the postwar period there was no longer space within the GMD for
any group who wanted to attempt the displacement/replacement of the
rural elite and the socioeconomic reform of the village. Cooperative soci-
eties, with their potential for revolutionary changes, were also abandoned
under Jiang because they were suspected of Communist tendencies.’

What ultimately and irremediably discredited the Wang group’s model
of economic nation building was not its domestic political platform but its
policies toward Japan. The policy of relying on the League of Nations to
keep Japan at bay while gaining time for national reconstruction appears
unrealistic after the League’s failure to check Japan’s expansion in
Manchuria. Attempting to link China to Western economic interests was a
more realistic strategy, although it underestimated Japan’s determination to
control China’s resources and markets. The impact of Japan’s aggression on
China extended beyond the violence and destruction of the Japanese inva-
sion. It also diverted attention and resources from the GMD reform agenda
to military buildup, strengthening Jiang’s position vis-a-vis the civilian
reformist leadership; it exacerbated the differences between the GMD’s
leaders, splitting the government in half before and during the war; and
finally it left Jiang’s militarism with no opposition in the postwar period.
Although Chen Gongbo and other RNG survivors could hardly have
expected to be welcomed by the Chinese public, the actual result was that
Jiang had no opposition within the GMD to temper his militarism and
political conservatism. The record of his leadership from 1945 to 1949
shows that this was not necessarily a positive development.

The societal reformist trends the NEC attempted to institutionalize, hav-
ing been frozen in the utopian authoritarian years of Jiang’s and Mao’s
leadership, have once again emerged as crucial in the post-Mao period. The
“big business” mentioned by Bell in her work on the Wuxi silk industry is
now returning to the forefront, leading China’s economic development, as
the Communist state shifts its objectives from the construction of a utopian
socialist state back to development (not without major controversy within
the party).!° This redefinition of the legitimacy of the state in terms of devel-
opment has in turn led to a redefinition of the state’s relationship to China’s
economic forces. It is not by chance that Deng Xiaoping reinstated Mao’s
New Democracy in the canon of Chinese Communist orthodoxy—from
which it had been marginalized from the mid-1950s to the late 1970s. The
ideas of New Democracy are now presented not just as a stage on the way to
socialism but as a fundamental policy of the Maoist legacy.!!
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In their attempt to redefine the CCP’s political legitimacy and its rela-
tionship to socioeconomic forces in the country, the Chinese leaders are
faced with many of the problems addressed by the Nationalists in the
Nanjing Decade. Like the leaders of the NEC, they are caught between a
statist view of political modernity—which denies any form of direct politi-
cal representation of societal groups—and their wish to co-opt the entrepre-
neurial elite in support of their developmental goals. In this context, cor-
porativism and clientelism are reemerging today as, respectively, a useful
institutional model and an unofficial way to merge state and private inter-
ests.!? China cannot be described as a full-scale corporativist state (corpora-
tivism does not constitute the overall inspiration for the organization of the
state), and the CCP never explicitly uses the term “corporativism.” The law
that regulates links between the state and society (the 1997-98 “Regulations
on the Registration and Management of Social Organizations”), however,
has crucial corporativist characteristics. Social organizations are registered
with the state and sponsored by state units, which are responsible for their
administration. In addition the social organizations have “representational
monopoly,” since they are the sole representative of their group or sector
within their jurisdiction.!® The existence of these organizations is also con-
sistent with corporativist principles, since they allow the state to establish
relationships with the economic elite within a framework of social and polit-
ical unity and without a significant loss of control. In other words, as was the
case with the 1930s NEC, today’s corporativist trends represent an attempt
to promote industrial development and to co-opt China’s economic elite
without completely embracing political liberalism. The Communist corpo-
rativist organizations, therefore, embody the idea that relationships between
state and private entrepreneurs are characterized by unity of intent and
interests rather than conflict. For this reason they can pursue simultane-
ously the two seemingly contradictory goals of, in the words of political
scientist Bruce Dickson, “state control over organized interests in society,
and also to represent their members’ interest.”!*

In his study of the relationships between the CCP and the “red capital-
ists” (the private entrepreneurs who have been co-opted by the state),
Dickson argues that indeed both pursue the common goal of stability
and find their relationship mutually beneficial. The CCP wishes to co-opt
China’s capitalists in order to stave off protest and to garner support for its
leadership. On the other hand, the red capitalists tend to constitute a “non-
critical realm” in China’s emerging civil society and, again in the words of
Dickson, are “primarily concerned with the management and regulation of
collective goods and services but less interested in changing the political
system itself.” Because they have found corporativist and clientelist
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channels to be quite effective in furthering their interests, they have not
turned to political action.’® Through its alliance with the red capitalists,
therefore, the state develops a supportive social base at the expense of the
“critical realms” (such as political activists). The red capitalists, in return,
obtain stability and support for their businesses.'®

As was the case with 1930s NEC corporativism, in the post-Mao period
corporativist organizations can hardly be regarded as a tool for liberal
democratization, although they both represented attempts to institutional-
ize cooperative, rather than coercive, relations between the state and
economic elites. Today’s corporativist organizations have the potential
to develop into a form of rightist (or societal) corporativism. Although
Chinese corporativist organizations, today and in the 1930s, exclude and
suppress the interests of other socioeconomic groups for the sake of achiev-
ing the common goal of development, they have the potential to expand
the contractual power of selected socioeconomic groups, enabling them to
assert their interests and to successfully mediate with the state.”” As men-
tioned in chapter 4, the NEC did not live long enough for the various forces
in play to reach a clear balance of power, although both the CCC and the
SIC were clearly developing along rightist-corporativist lines. So far, to-
day’s corporativist organizations also remain ambiguous, causing scholars
and observers to reach different conclusions on their political meaning and
potential.

In the case of the NEC, nationalism played an important role in cement-
ing the unity of state and society in the corporativist organization of the
state. China’s situation today appears dramatically different: no threat of
colonization looms over China; the Chinese government is firmly in control
of its economic and fiscal administration (including the ability to set tariffs
and taxes); and the international economy is marked by intense globaliza-
tion rather than autarkic and protectionist trends. Still Chinese leaders,
entrepreneurs, and people at large tend to perceive China’s quest for devel-
opment as self-strengthening vis-a-vis a perceived wish of the Western
powers, especially the United States, to “contain” China.!® They especially
feel threatened by such things as the US military presence in Asia, opposi-
tion to China’s entrance to the World Trade Organization (China eventually
joined in 2001), pressure for domestic changes before granting China the
status of most-favored nation (now called permanent normal trade rela-
tions), pro-Tibet and pro-Taiwan positions, and, in general, a perceived
attempt to impose Western cultural, economic, and political values on
China.l” Building on these elements, the Communist nationalist rhetoric
develops around a narrative that connects China’s contemporary “contain-
ment” directly to early-twentieth-century imperialism.?
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In this context, Chinese leaders and entrepreneurs, and the Chinese pub-
lic at large, live one more contradiction: the aspiration to modernize accord-
ing to global standards and to emerge as a powerful international player
is tempered by nationalist feelings fueled by fear of losing state control
and national identity. China’s entrance to the World Trade Organization,
although energetically pursued, raises fears that international action will
limit the power of the Chinese state.?! It, in fact, allows domestic social
groups to rely on transnational forces, further eroding the “organized
dependence” on the state that had been created during the Maoist years.?
It also limits the state’s ability to adopt protectionist measures aimed at
fostering China’s economy. These limitations appear to go against the self-
strengthening goals of development and to contribute to anxiety that
Western powers are attempting to contain China. These fears lead the
Communist government to favor neomercantilist policies and to regulate
heavily the way Chinese businesses participate in the international market.?

While in the 1980s many Chinese entrepreneurs perceived West-
ernization and globalization favorably and a crucial prerequisite to devel-
opment, in the 1990s they directly experienced the limits to Chinese eco-
nomic interests posed by international action. They have thus come to
adopt the nationalist rhetoric of the state. Chinese intellectuals have also
joined in lamenting China’s loss of power and threats of decentralization.
For this reason they have come to support the view that China, as a late-
comer to modernization, should adopt neomercantilist policies to protect
its industries and to create a relatively independent and self-sufficient eco-
nomic system.? Intellectuals have also come to perceive internationaliza-
tion as responsible for a loss of national identity. Nationalist trends that
emerged in the 1990s are well represented by the New Left, which does not
oppose internationalization per se, since China has become increasingly
strong in the international arena. It instead opposes Westernization of
China’s domestic life (including the adoption of economic liberalism) in
favor of a new Chinese way to development based on the Chinese experi-
ence.”® Today’s corporativist organizations are, therefore, cemented by
shared development goals as well as a nationalist self-strengthening narra-
tive, in a way similar to the 1930s NEC. The balance between international-
ization, on the one side, and the preservation of state control and protection
of national interests (from preserving identity to protecting China’s indus-
tries), on the other, has proved difficult to achieve, however. As economic
historian David Zweig argues in his work on China’s economic interna-
tionalization, “maintaining sovereignty in a global economy . . . even for a
state with relatively thick institutions is difficult once a certain level of
internationalization had been attained.”?°
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Continuities and similarities between 1930s and post-Mao political and
economic trends should not overshadow important differences between the
two periods and between the Nationalist and Communist regimes. Above
all, today’s China is not experiencing the urgency of the 1930s national cri-
sis, and the Communist state is far more powerful and established than the
Nationalist one ever was. Even if the CCP is now experiencing a loss of con-
trol in comparison to the Mao years, its ability to regulate, to enforce, and
to implement is still dramatically stronger than that of the Nationalists in
the Nanjing Decade. The important themes discussed here, however, run
throughout the twentieth century, crossing from the Nationalist into the
Communist period. They reflect difficulties and tensions in solving such
issues as the relationship between state and private economy, globalization
and nationalism, the definition of the socioeconomic foundation of the new
modern China, and the geopolitical hierarchy of the nation (hinterland/
rural versus coastal/urban China)—issues that have been at the very core
of China’s historical development throughout the twentieth century. The
NEC leaders’ attempt to solve these problems and to reconcile these ten-
sions, therefore, constituted an important stage in the long-term process of
defining China’s national and economic identity and its significance, with
effects reaching beyond the Nanjing Decade.
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yuanhui

55 J1HIY18E laoli de gongneng
I pingjun tudi

HEE B HH gengzhe you gitian

& <&

P& wuzi tongzhi

HEFBG junshi weiyanhui
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RIGERSH minzu jingji

R B F jindaishi de guojia, jindai
guojua

Jiangxi banshichu

mu (roughly equivalent to one-sixth of an acre)

nation, state

nation building

National Economic Conference
National Economic Council

73

Bl guojia

73 [ ]mnguo, SL18 Tiguo

m quanguo jingji huyi
BE quanguo jingji wei-

%lﬁé

yuanhul



Glossary

National General Marketing Office for Cotton Production and Marketing Societies

National Merchant Control Association

National Product Movement

national production

National Reconstruction Commission
national vitality

Nationalist Party

nationality, ethnic group, national, nationalist
Natural Resource Commission

New China Policy

New Democracy

Northwest Office

BT 1 & 1R 3OS S A S =R R
quanguo mianhua chanxiao hezuoshe yun-
xiao zongbanshi chu

2B EHE &G quangguo shangye
tongzhi zonghui, generally shortened to
T #E & shangtonghui

B E @) quohuo yundong

Z B 7 quanguo chansheng

TR Z B G jianshe weiyuanhui

77 guoli

RE guomindang

RI% minzu

EIREFEB G ziyuan weiyuanhui
$FEFTEUR duihua sinzhengce
FrREFEFE Xin minzhu zhuyi
FaALHEER B xibei banshichu

“pacify the domestic front while resisting on the external front”

Peace Movement
People’s Livelihood (classical formulation)
petty nationalism

petty nationalist economies

“the people’s vitality”

Principle of People’s Livelihood
private rights

private sector

Producer Party

producers, productive forces
production tools

progress

Provisional Law for the Tutelage Period

random class struggle

raw cotton

reconstruction

Reformed Government

“rely on Heaven for food”
Reorganized Nationalist Government (RNG)
Research in Chinese Economy
“return the capital to Nanjing”
Revolutionary Alliance

Rural Services Centers

saving the nation

“saving the country with business”
scientific class struggle

LRI an’nei rangwai

FIF & B heping yudong

G R4 quoji minsheng

e R £ 28 xiayi minzu zhuyi; xiao-
minzhu zhuyi

PRFEHI B % £ FACVE xiayi de guojia
zhuyi jingji

N RHWITLE renmin de yuangi
R+ 28 minsheng zhuyi

N BRHLHE renmin siquan

NREE renmin siying

4 B shengchandang

HFEH shengchanzhe

42 € T B shengchan gongju

HE Y jinbu

HR 3 I B KD Zhonghua xun-
zheng shiqi yuefa

1 GBS R W Fr shehui jieji de hun-
zheng

HEAE mianhua

G jianshe

HEFTBUR weixin zhengfu

% RNZ R kaotian chifan

PUAE B RBUR gaizu guomin zhengfu
FH B R 1 5E zhongguio jingji yanjiu
Y=Y haidu

[A 88 & tongmenghui

B IRTSBE nongeun fuwuchu

R jiuguo

HER shiye jiuguo

FHEE A RERI™ T+ kexue zhuyi de
jieji douzheng
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Glossary

Shaanxi Province (in the 1930s also spelled Shensi, following the Wade-Giles system)

(5

Shanghai Commercial and Savings Bank BT REE SRIT Shanghai shangye
chuxu yinhang

Shanghai Overseas Relief Commission B EIRE Shanghai huayang
yizhen hui

Shanghai Stock and Goods Exchange VBTG T zhengquan wupin
jiaoyisuo

Shenxin (Rong Zongjing’s cotton mills group) i #7

Silk Improvement Commission (SIC) Bl RZ B & cangsi gailian weiyuan-
hui

supplier of agricultural products B nonggongguo

take-charge system %8 Bl danshang quanzhi

Three People’s Principles =REFE sanmin zhuyi

“to resist foreign aggression we must first pacify the domestic front”
BINL I LN rangwai bixian an’nei

trade war P B shangzhan

Transportation Control Commission S HIZ B G yunshu tongzhi wei-
yuanhui

unfavorable balance of trade A, ruchao

“use war to feed war” LIBR IR B yizhan yangzhan

Xi’an Pacification Office PHL %GB Xi'an suijing shu

Xingye Silk Company B 22 BRI 00 A IR A R Xingye zhisi

gufen yousian gongsi



NOTES

Introduction

1. For a discussion of different models of industrialization, see the
seminal work by German historian Alexander Gerschenkron, who argues
that the economic forces that had shaped development in England (the first
country to industrialize and, at the time Gerschenkron wrote, generally
considered the model for modern nationhood) did not play an important
role in the development effort of countries that industrialized in later
historical periods. The later the nation-building process occurred, the larger
the role assumed by the state in an attempt to make up for the absence of
the economic forces that had been operative in England. See Alexander
Gerschenkron, “Economic Development in Russian Intellectual History
of the 19th Century,” in Economic Backwardness in Historical Perspective, by
Alexander Gerschenkron (Cambridge, MA: Belknap Press of Harvard
University Press, 1962).

2. The idea that the concept of nation precedes nation building became
established with the work of Benedict Anderson. Anderson convincingly
argues that nationhood is a form of identity consciousness developed by
members of a society who share similar cultural and sociopolitical experi-
ences. This new common consciousness transforms these individuals into a
tight community (although only through their imagining of their shared cir-

cumstances) and leads them to pursue nation building. See Benedict R. O. G.

Anderson, Imagined Communities: Reflections on the Origin and Spread of
Nationalism (London: Verso, 1983). See also Liah Greenfeld, The Spirit of
Capitalism: Nationalism and Economic Growth (Cambridge, MA: Harvard
University Press, 2001). Greenfeld argues that nationalism is responsible for
the development of capitalism, and not vice versa. Greenfeld begins her
inquiry with the examination of European nations in the sixteenth and sev-
enteenth centuries and then examines other countries, including Japan and
the United States, as she moves toward the present. Industrialization
occurred in these countries, she argues, only after economic activities came
to be invested with nationalist meaning. Only then did resources and eco-
nomic assets—which might have been mature for growth but were not
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Notes to Pages 1-8

yet exploited for this goal—come to be channeled by government and business
into economic development. The transformation of these economies, Greenfeld
continues, was originally motivated by the desire to transform these countries
into powerful nations by establishing their economic superiority.

3. No one would question the importance of market forces in the economics of a
nation or of the contribution to the development of modern economics of Smith’s pio-
neering work on the market and national development. Today, however, only a few
would accept the absolute self-regulating nature of the market envisioned by Smith
or deny the necessity of policies devised to protect, regulate, or stimulate the market.
The term “modern” can be used to refer to a historically bound movement with cer-
tain economic, cultural, and sociopolitical characteristics. On the other hand, this
word is constantly used to describe what is generally considered the latest
technological or cultural trend. In this sense the modern computer of the 1960s
appears as definitively nonmodern when compared with the latest laptop.

4. Chen Gongbo’s writings are discussed in detail later. See especially chapters 1
and 2.

5. Xu Youchun, ed., Minguo renwu dacidian (Shijiazhuang: Hebei renmin chuban-
she, 1991), 439.

6. Other groups such as anarchists and third parties have rightly attracted the
attention of historians, although, because of these groups’ inability to effectively con-
tend with the GMD and CCP for political power, they were generally confined to the
margins of the political landscape. For works on anarchist and third parties, see Peter
Gue Zarrow, Anarchism and Chinese Political Culture (New York: Columbia University
Press, 1990); Arif Dirlik, Anarchism in the Chinese Revolution (Berkeley and Los
Angeles: University of California Press, 1991); Roger B. Jeans, “In Search of the
Middle Way: Chang Chun-mai and the Debate over Democracy and Dictatorship in
the 1930s,” Republican China 10, no. 3 (June 1985): 27-43; Roger B. Jeans, ed., Roads Not
Taken: The Struggle of Opposition Parties in Twentieth-Century China (Boulder, CO:
Westview Press, 1992).

7. See, e.g., Tian Hongmao [Tien Hung-mao], Government and Politics in
Kuomintang China, 1927-1937 (Stanford, CA: Stanford University Press, 1972).

8. On the idea of a one-party system and economic centralization, see John
Fitzgerald, Awakening China: Politics, Culture, and Class in the Nationalist Revolution
(Stanford, CA: Stanford University Press, 1996); Parks M. Coble, The Shanghai
Capitalists and the Nationalist Government, 1927-1937 (Cambridge, MA: Council on East
Asian Studies, Harvard University, 1980); William C. Kirby, Germany and Republican
China (Stanford, CA: Stanford University Press, 1984).

9. Marie-Claire Bergere and Janet Lloyd, Sun Yat-sen (Stanford, CA: Stanford
University Press, 1998), especially 134, 143ff.

10. Zhi Xisheng [Chi Hsi-sheng], Warlord Politics in China, 1916-1928 (Stanford,
CA: Stanford University Press, 1976), 40; Zhi Xisheng, The Chinese Warlord System,
1916-1928 (Washington, DC: American University Center for Research in Social
Systems, 1969), 55ff.

11. See, among other recent works on China’s national identity and nation building,
Rebecca Karl, Staging the World: Chinese Nationalism at the Turn of the Twentieth Century
(Durham, NC: Duke University Press, 2002); Rana Mitter, The Manchurian Myth:
Nationalism, Resistance, and Collaboration in Modern China (Berkeley and Los Angeles:
University of California Press, 2000); Michael Tsin, Nation, Governance, and Modernity in
China: Canton, 19001927 (Stanford, CA: Stanford University Press, 1999).



Notes to Pages 8-13

12. Prasenjit Duara, Rescuing History from the Nation (Chicago: University of
Chicago Press, 1995), chapter 2.

13. Ibid., especially 177-204. On the federalist alternative, see also Fitzgerald,
Awakening China, 150-53, 160-67. See also the work of Leslie Chen on Chen Jiongming
and federalism: Leslie H. Dingyan Chen, Chen Jiongming and the Federalist Movement
(Ann Arbor: Center for Chinese Studies, University of Michigan, 1999). In his work
on collaboration in Manchuria, Rana Mitter also addresses the lack of participation in
the narrative of nation building on the part of provincial elites and warlords: Mitter,
Manchurian Myth.

14. Fitzgerald, Awakening China.

15. For a detailed analysis of the economic reforms sponsored by Jiang Jieshi, see
Kirby, Germany and Republican China.

16. Tsin, Nation, Governance, and Modernity in China, 4.

17. The First United Front between the GMD and the CCP (1923-27) was spon-
sored by the Soviet Union and found inspiration in Lenin’s “Preliminary Draft Theses
on the National and Colonial Question” (July 1920), in Collected Works, vol. 31
(Moscow: Progress Publisher, 1966), 144-51. In this essay Lenin called on the
Communist parties in the colonized regions of the world to seek a temporary alliance
with bourgeois nationalist forces.

18. Mao Zedong, New Democracy (Beijing: Renmin chubanshe, 1953).

19. Lloyd E. Eastman, The Abortive Revolution: China under Nationalist Rule,
1927-1937 (Cambridge, MA: Harvard University Press, 1974), see especially 1-9;
Suzanne Pepper, Civil War in China: The Political Struggle, 1945-1949 (Berkeley and Los
Angeles: University of California Press, 1978), 423-26.

20. Among works on corporativism translated into Chinese were those of
the Austrian sociologist Othmar Spann. See Alberto Sorgi, “La programmazione e la
politica economica nel pensiero economico cinese degli anni venti e trenta” (Ph.D.
diss., Universita degli studi di Roma “La Sapienza,” Rome, 2002), 54.

21. Roland Sarti, Fascism and the Industrial Leadership in Italy, 1919-1940 (Berkeley
and Los Angeles: University of California Press, 1971), 136. Although assessments of
the Italian economy during the years of fascism remain controversial because of con-
tinued political sensitivity, it is generally recognized that during the 1920s and early
1930s Fascist influence over the economy was marginal, while more markedly visible
in the social and political realms. Fascist economic policies became more decisive
after the 1930s, after the impact of the international depression began to be felt in
Italy. See Maurizio Vaudagna, “Structural Change in Fascist Italy,” Journal of Economic
History 38, no. 1 (1978): 181-201.

22. Telegramma in arrivo, N. 188 P.H. and N. 2301 P.H. Anno 1933, Telegrammi
in Arrivo, Cina, Archivio storico del Ministero degli Easteri, Rome. For an over-
view of Sino-Italian relations in the mid-1930s, see M. R. Godley, “Fascismo e
nazionalismo cinese, 1931-1938: Note preliminari allo studio dei rapporti
italo-cinesi durante il periodo fascista,” Storia contemporanea, Anno 1V, no. 4
(Dec. 1973): 754.

23. Chen Kan, interview by author, Oct. 2000.

24. Godley, “Fascismo e nazionalismo cinese”; Chen Kan, interview with author,
Oct. 2000.

25. Zhang Li, Guoji hezuo zai zhonggho (Taibei: Zhongyang yanjiuyuan jindaishi
yanjiusuo, 1999).
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26. Frederic Wakeman Jr., “A Revisionist View of the Nanjing Decade: Confucian
Fascism,” China Quarterly 150 (1997): 395-432; Lloyd E. Eastman, “Fascism in
Kuomintang China: The Blue Shirts,” China Quarterly 49 (1972): 1-31.

27. Kirby, Germany and Republican China, 172-75, 259, 264-65.

28. A. James Gregor, A Place in the Sun: Marxism and Fascism in China’s Long
Revolution (Boulder, CO: Westview Press, 2000), chapter 4.

29. Tim Mason, “Italy and Modernization: A Montage,” History Workshop 25
(1988): 129. For an overview of the most popular interpretation of fascism, see Kirby,
Germany and Republican China, 173-75.

30. Zeev Sternhell, Neither Right nor Left: Fascist Ideology in France, translated by
David Maisel (Berkeley and Los Angeles: University of California Press, 1986), 3, 28.

31. Ibid., 27.

32. For the turn-of-the-century world political and economic crisis, see Karl
Polanyi, The Great Transformation (Boston: Beacon Press, 1957), especially chapters 1
and 2.

33. Parks M. Coble, Facing Japan: Chinese Politics and Japanese Imperialism,
1931-1937, Harvard East Asian Monographs 135 (Cambridge, MA: Council on East
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37. Ernest Young, The Presidency of Yuan Shi-kai (Ann Arbor: University of
Michigan Press, 1977), 192ff.

38. Ibid.; Peter Gue Zarrow, “Political Ritual in the Early Republic of China,” in
Constructing Nationhood in Modern East Asia, edited by Kai-wing Chow, Kevin M.
Doak, and Poshek Fu (Ann Arbor: University of Michigan Press, 2001), 162-75.

39. George E. Taylor, “The Reconstruction Movement in China,” in Problems of the
Pacific, 1936, edited by W. L. Holland and Kate Mitchell (Chicago: University of
Chicago Press, 1936), 381, 384.

40. Guy Alitto, The Last Confucian: Liang Shu-ming and the Chinese Dilemma of
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41. For the impact of Japanese aggression on Chinese politics, see Coble, Facing
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University of Michigan Press, 2001).

42. For a detailed discussion of the crisis of 1931-32, see Coble, Facing Japan,
39-69.

43. For a detailed description of the complex series of events that led to the estab-
lishment and fall of the Sun Ke government, see ibid.; Lloyd E. Eastman et al., The
Nationalist Era in China, 1927-1949 (Cambridge: Cambridge University Press, 1991);
Jiang Yongjing, “Guomindang sanjutou Hu Wang Jiang de fenhe,” Zhuanji wenxue 62,
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44. So Wai-chor, The Kuomintang Left in the National Revolution, 1924-1931,
East Asian Historical Monographs (Hong Kong: Oxford University Press, 1991).

45. Wang himself differentiated between those members of the GMD who wanted
to continue the revolutionary tradition initiated by Sun Yat-sen, whom he identified
with the Left of the party, and those who supported antirevolutionary policies, whom
he identified with the party’s right wing and who rallied around Jiang in Nanjing.
See ibid., 41.

46. See ibid.

47. See ibid. Chen was nominally acting for Wang Jingwei, who was abroad at
that time. However, it has recently been argued that the Reorganization Group was
mostly Chen’s idea, with which Wang disagreed. For Chen’s initiative in the forma-
tion of the Reorganization Group, see ibid., 62-63, 143. For ideological differences
between Chen Gongbo and Wang Jingwei, see ibid., 104-5, 146, 152-53.

48. See ibid., 41.

49. See ibid.
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1. Interview with Wang Jingwei, in Shenbao, Oct. 22, 1931, 13. All translations are
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2. Wang Jingwei, China’s Problems and Their Solution, China To-day series, no. 2
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